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MR. RASHES: Although we are not tçchnically 
required by the J^ncks • Act or the rulings to supply the 
l’es pondent with testimony or other Jencks 1 Act material, 
untll that witness has testified, to facilitate the hearln b 

we will compiy with your order. 

The Division calls Arthur Bruder, your Honor. 

Whereupon, 

ARTHUR BRUDER, 

having been first duly aworn, was examined and testified 


as follows: 


JUDGE TRACY: Please be seated. 

State your name for the record. 

THE WITNESS: Arthur L. Bruder. 

EXAMINATION 

BY MR. RASHES: 

q Where do you résidé, Mr. Bruder? 

A 92 Atlantic Avenue, Oarden City, New York. 
q Are you presently employed, Mr. Bruder? 

A No, I am retired, but I am temporarily employed 

by the Commission on a different matter than this one. 

q How long were you employed by the Securities 

& Exchange Commission before you retired? 

A I was employed 12 years. 

q In what capacity? 
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A Securities investigator. 

0 Prior to your employment by the SEC, were 
you ever employed in the securitJe s field? 

A Approximately 30 years before. 

Q Where were you employed? 

A Various brokerage houaes. La3t one being 

Goodbody & Co. 

Q What capacity were you employed by the se 
various broker-dealers? 

A I was a supervisor in the margin department. 

Q Now, Mr. Bruder, you Just testified you were 

employed for 12 years as a securities investigator. 

Could you please describe your dutie3 as a 
securities investigator? 

A I made broker-dealer inspections, investmait 

advisor inspections. 

In tir» course of these Inspections, my duties 
were to certify whether the books and records of the 
Commission were kept in compliance with their record 
rules. 

MR. TAYLOR: Dld you say books ana records 
of the Commiss ion? 

THE WITNESS: Ho, Books and records as 


speolfled by the Commission. In compliance. 
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A Also, I did investigations of fraudulent 

activity, manipulations of aecurities, capital computations 
of various broker-dealers, and a nurabe-* of similar 
inspections, as assigned to me by my supei’iors. 

Q How long were you assigned to this type of 
work, Mr. Bruder — 

A Over 12 — 12 years. 

o Did there corne a time when you were assigned 
to conduot the examination of the books and records of 
the firm of Samuel H. Sloan & Co.? 

A Yes. 

Q What was the purpose of that examira tion? 

A I was assigned to conduct an inspection of 

Mr. Sloan 1 s records to ascertain if his books and records 
were in compliance with the record rules as the 
Securities Conmission — required them to be. 

Q Did vou also examine his books and records to 
détermine his financial condition, sir? 


A I did. 

Q As part of this assignaient, did you hâve 
occasion to visit the office of Sloan & Co, in 1971? 

A Yes. 

Q When did you visit the office, sir? 

A I hâve a note. May I uee it? 

JUDGE TRACY: Go ahead. 













Q Mr. Bruder, the question was, when did you visit 
the office of Sloan & Co.? 

A January 12, 13 and 15 of 1971. 

Q On these occ 3, did you inspect the books 
and records of Sloan fis 

A Would you repeafc the question? 

Q On these occasions did you Inspect the books 
and records of Sloan & Co.? 

A Yes, I did. 

Q What did you find from your examination, Mr. 
Bruder? 

A No trial balances hâve been prepared for 
examination. 

y The general ledger disclosing assets, 
liabilitie8, income and expansés and capital accounts vrere 
not maintained. 

No acoount record of t»*:k balances, no account 
records of income and expansés. 

The trading account, a record of the firm's 
proprietary seourities, v@ 9 .not î^intained. 

Nor was fail to deliver or fail to receive. 

^ The capital account of the Samuel Sloan partner- 


ship was posted to July 19> 1970, and the oapital account 
of Henry Theodos was. of the partnership, was posted 
September 11, 1970.. 
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y Stock record was in the préparation of being 
brought into compliance, but not completed. 

J Customers' accounts, later, were current to 
July 12th — January 12, 1971. 

The blotter3 and other records of origire.1 
record, appear to be current to January 12, 1971. 

Q Thank you. 

Did you request a grial balance of Sloan & 
Co., Mr. Bruder? 

A I did. 

Q When did you request that trial balance? 

A January l4th, 

Q How did you request the trial balance , Mr. 
Bruder? 

A By a letter dated January 15th. 

MR. RASHES: Mr. Reporter, would you please 
mark this Division's Exhibit 2 for identification. 

(Document referred to was marked Division 
Exhibit 2 for identification.) 

BY MR. RASHES: 

Q Mr. Bruder, I give you Division's Exhibit 2 
for identification. 

Could you tell me what that is? 

A This is a letter — copy of a letter that I 
(fcllvered to Mr. Sloan, by hand, on or about January l4th. 


v » 
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Q Did you préparé that letter? 

A Ye3, I did. 

Q Who signed the letter, Mr. Bruder? 

A Mr. William Mcrtman, chief attorney of the 

branc h. 

Q It is your testimony you prepared and wrote 
that letter, is that correct? 

A Yes. 

Q Did Mr. Sloan sign for that letter upon 

receipt, Mr. Bruder? 

A He did. 

MR. RASHES: Your Honor, I offer that letter 
lnto evidence. 

I believe it is stipulated to, also. 
judqe TRACYi Will you show a copy to the 

respondent. 

MR. TAYLOR: I believe we had stipulated to 
that letter previously, your Honor. 

Is that Exhib .t 2? 

MR. RASHES: Yes. 

JUDQE TRACY: Exhibit 2 will be received in 

evidence, without objection. 

(Division Exhibit 2 for identification was 

received in evidence.) 


BY MR. RASHES: 
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Q Now, Mr. Brader, did yoa ever receive a trial 
balance from the finn of Samuel Sloan & Co. on January 
l4th? 

A I received something which may hâve been a 

trial balance. 

I'd hâve to examine it, 

MR. TAYLOR: Your Honor, I object to the response 

to the question. 

The answer could be yes or no. 

I think if he i 3 suggesting he guesses that that 

is not respor.sive to the question. 

MR. RASHES: I will ask the question again. 

Q Mr. Bruder, pursuant to your reque3t of January 
14, 1971, did you receive what purported to be a trial 
balance from the firm of Samuel H. Sloan & Co.? 

MR. TAYLOR: I object to the form of the 


question. 

JUDGE TRACY: Ask him if he received — 
q Did you receive a trial balance as of January 

l4th? 

A Yes. 

MR. TAYLOR: The question is leading, but I 
won't object to it. 

In seriousness, your Honor, the witness is 
supposed to submit the facts, not the examiner. 


< 








27 





r r> 


A-6? 28 

an accountant of Sloan? 

MR. TAYLOR: I don't know, sir. 

I ara Just responding to Mr. Raahes 1 asking 
him to identify and if he identifies it as Mr. Sloan, 
or prepared by Mr. Sloatv, that is incorrect, and I object 
to it. 

If he wants to hâve an examination of the 
witness, as to what draws him to that (inclusion, I will 
listen to him. 

Q Mr. Bruder, how did you receive this trial 
balance? 

A Excuse me, I believe I referred to that — a 
trial balance received from either Mr. Sloan or Mr. 

Sloan — or Samuel H. Sloan Se Co. 

If you check back the records there 
Q How did you receive it, Mr. Bruder, in the 
mail or by hand? 

A By hand. 

Q who did you receive it from, Mr. Bruder? 

A Mr. Sloan brought it to me, personally. 

MR. RASHESï I offer this into evidence, your 

Honor. 

MR. TAYLOR: No objection. 

JUDGE TRACY: Exhibit No. 3 will be received 

in evidence. 
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(Division Exhibit 2 for identification was 
received into evidence.) 

BY MR. RASHES: 

Q Mr. Bradei-, did yoa receive any schedules 
accompanying the trial balance. Division's Exhibit No. 3? 
A There are certain schedules there attached to 


that. 


That is ail you received, Just Division's Exhibi 


No. 3? 

A Yes. 

Q Mr. Bruder, based on what you received, were 

you able to make a computation analysis? 

A Would I be able to see that exhibit again, 

please? 

(Documet handed to witness.) 

A I couldn't make a true capital computation on 

that. 

Q Thank you. 

MR. TAYLÔR: What was that response? 

THE WI1NESS : I could not make a true capital 

computation. 

MR. TAYLOR: I object to the language of the 

witness, not responsive. 

The answer should be yes or no, 

MR. RASHES: Mr. Taylor will hâve ample 
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opportunity on cros3-examinatien to bring out any 
alleged contradiction or any inconaistencies in Mr. 

Brader 1 a testlmony, and I belleve thia ia Juat time- 
conauraing and irrelevant. 

MR. TAYLOR: That may be, but if the form of 
the que8tion la improper and they are leading the witnes3 
and he respenda with an inflamatory remark, it should be 

objected to at the time. 

JUDQE THACY: Upon receipt of that information 

from Mr. Sloan, were you able to make a capital computa¬ 
tion? 

THE WITNESS: Ho. 

Q Mr. Bruder, after you received thia information 
from Mr. Sloan, what did you next do? 

A I had a conférence there at the time. I 
belleve we aaked Mr. Sloan to hâve another trial balance 
prepared. 

Q Subséquent to the receipt of Exhibit 3, did 
you viait the offices of Sloan te Co. again? 

A I did. 

Q When did you do that? 


A At a later date. I can't recall. Time has 
elapsed. 

Q Mr. Bruder, did there corne a time when you 
went to Mr. Sloan's office to abstract certain information 
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frora hls books and records? 




Yes. 


MR. RASHSS: Would you please mark thls Divisioi 


Exhibit 4A, 4B and 4C for identification. 


(Documents referred to raarked Division Bxhibits 


4A, 4b and 4C for identification.) 


BY MR. RASHES: 


Q Mr. Bruder, I show you Division's Bxhibit 4A 


for identification and ask you what is it? 


It is a trial balance I abstracted from Mr. — 


or from Samuel H. Sloan te Go.'s records. 


q As of what date? 


A As at January 18, 1971. 


Q Mr. Bruder, I show you Di vision's Bxhibit 4B 


and I ask you what that is. 


A A oopy of the trading account, both long and 


short, prioed and valued, as of January 18, 1971. 


Q I show you Division's Bxhibit 4C and ask you 


what that is. 


Capital computation of a trial balance, as 


to his assets and liabilities, prepared on January 25th 
as at January 18, 1971, by myself. 


q Mr. Bruder, Bxhibits 4A, 4 b and 4C, were 


abstracted fro« you — by you, from the books and records 


of Samuel H. Sloan * Oo.? 


r . "Il ’V4v 

W . ..ttup „ . 

t. ■■ a ' . _ ■H I / * 






A-7 3 32 

A Yes. 

MR. RASHES: I offer it in evidence, your Honor. 

That is 4A, 4B and 4C. 

MR. TAYLOR: No objection. 

JUDGE TRACY: Division Exhibit 4A, 4B and 4C 

will be received in evidence. 

(Division 1 s Exhibits 4A, 4B and 4C for 

identification were received in evidence.) 

BY MR. RASHES: 

Q Mr. Brader, did yoa préparé capital computa¬ 

tion after abstracting Division's Exhibits 4 a, B and G? 

A Yes. 

Q When did you préparé that capital computation, 

Mr. Bruder? 

A January 25th. 

Q What did you make use of in preparing your 
computation? 

A The materials submitted to me, and as for 
prlces, public quotations either obtalned from the pink 
f .■'.oets or any other public quotations of security prlces 
to value them. 

MR. RASHES: Your Honor, we hâve Just determined 
that we hâve made a slight error, and Division's Exhibit 
4C is that analysis which has already been admitted. 


but I will reoffer it after qualifying it. 







A--/V 

JUDGE TRACY: What is - 


- that is the capital 


computation. 


MR. RASHES: Would you please mark tnis 
Division's Exhibit 4C. 

(Document referred to marked Division Exhibit 
4C for identification.) 

e Mr. Brader, I show you Division's Exhibit 4C 
and I ask you what it is. 

A capital computation of Mr. Sloan's assets and 

liabllltles as at January 18, 1971, oomputed by myself 
on January 25, 1971. 

« What was the State of Mr. Sloan's capital at 
that date? 

A mt. Sloan was not under the capital require- 

ments of Rule 1503(1)* 

q What was his deficiency, Mr. Bruder? 

A Net — as a resuit of my analysis, it showed 
Mr. Sloan's company had a net capital déficit of 
$23, 167. 23,01 6 • 

q Was that déficit or deficiency? 

A Capital déficit. 

q What was the amount of the deficiency? 

A To comply he would require 28 , 016 . 

q Mr. Bruder, 4C is your computation, is that 

I correct? 


4 
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1 

A Yes. 

• 

2 

Q You testified it was ba3ed on 4A and 4B, and 


3 

certain valuations from the pink sheeta and otier public 


4 

documents. 


5 

MR. TAYLOR: I object to the form of the 


6 

question. 


i 7 

If the witness has testified, thls i3 only 


8 

leading the witness on direct examination. 


9 

Ile is telling the witness the answers. 


10 

MR. RASHES: Thia is Just in the way of 


11 

summarizing. 


12 

JUDGE TRACY: He can give the copyto the 


13 

witness. 

w 

14 

MR. RASHES: Your Honor, I offer this into 


15 

évidence. 


16 

JUDCE TRACY: Is there any objection? 


17 

MR. TAYLOR: 13 it different from the other 


18 

4C? 


19 

MR. RASHES: No, it is the same. 


20 

MR. TAYLOR: No objection then. 


21 

JUDGE TRACY: That will be received in 


22 

evidence, if it hasn't already been. 


23 

(Division's Exhibit 4C for identification was 


24 

received in evidence.) 

• 

25 

THE WITOESS: The photostat isn't as clear -- 

; 

HH 
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MR. RASHES: Can we take the position that we 
will sub3titute photostatic copies of the exhibits, when 
necessary, legible photostatic copies? 

MR. TAYLOR: No objection. 

JUDGE TRACY: That will be done. 

BY MR. RASHES: 

Q Mr. Bruder, didjiou ever receive any other 
trial balances and schedule3 from Mr. Sloan? 

A Yes, I did, at a later date. 

Q What date was that, Mr. Bruder? 

A I don't recall, Mr. Rashes. 

Time has elapsed. 

Q Mr. Bruder, did you, subséquent to the analysis 
of the first capital computations that — or the first 
trial balance that we Just discussed, revisit the firm 
cf Samuel H. Sloan & Co.? 

A Yes. 

Q When was that? 

A I don't recall on the dates on that. I would 

hâve to — 

Q Mr. Bruder, would it refresh your recollection 

that you went back there in February of 1971? 

A 


Yes. 

MR. TAYLOR: I object, your Honor. 

If the witness doesn't recall, I object to the 
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leading question put to him by the examiner. 

He's done it a number of times. I hâve 
refrairad from objectlng merely for the form of the question 
belns improper, but I thlnk thls has reached an Intolérable 

point at this time. 

The witness twice responded he doesn't know or 
doesn’t recall, and to form the question by givir.g n_m 

dates and answers, it is totally improper. 

JUDGE TRACY: I will allow him to refresh 

his recollection. 

That may be important to you, too, the question 

of what date he was there. 

If he was in fact there. 

MR. TAYLOR: That's the point. 

MR. RASHES: Mr. Reporter, would you please 
mark this yellow sheet of paper Division's Exhibit 5Afor 
identification. 

(Document referred to marked Division's 

Er' iblt 5A for identification. ) 

MR. RASHES: Would you please mark this yellow 

sheet of paper as Division's Exhibit 5B for identification 
(Document referred to marked Division's 

Exhibit 5B for identification.) 

MR. RASHES: Would you please mark this 

yellow sheet of paper as Division's Exhibit 5C for 
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identification. 

(Document referred to marked Division's 
Exhibit 5C for identification.) 

BY MR. RASHES: 

Q Mr. Bruder, I show you Division's Exhibit 5A 

for identification. 

Could you tell me what it is? 

A It is a trial balance, abstracted by myself 

on January — as of January 29 > 1971. 

q When did you abstract that trial balance, Mr. 

Bruder? 

A Wall, I received it in the New Yo* office 

on February 25 > 1971. 

I believe it was at that time. 

Q Mr. Bruder, that was based on what, the trial 

balance? 

A On the books -- 

MR. TAYLOR: Your Honor, I believe under your 
order we were aupposed to receive copies of ail items 
to be put into evidence. 

I don't hâve January 29th. 

MR. RASHES: January 29th was sent to Mr. 

Taylor. 

I wi^l give him another copy. 

JUDGE TRACY: I think the witness said 
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January 29th, and it was received on Januaiy 25th. 
THE WITNESS: February 25th. 


38 




MR. RASHES: The witness 3ald it was as of 
January 29th. 

If you don't hâve it, Mr. Taylor, we will 
be more than happy to give you a copy, but it was sent 
in that package. 

MR. TAYLOR: I don't ha/e one for the 29th, and 

I hâve every item that was sent to me. 

JUDGE TRACY: Do you hâve a covering letter 

that would — do you hâve a covering letter that 

would cover that? 

MR. RASHES: If you will bear with me a minute, 

Mr. Tracy. 

JUDGE TRACY: Let's go off the record for a 

minute. 

(Discussion off the record.) 

JUDGE TRACY: On the record. 

Mr. Taylor, my order of August l8, 1972, 
on your motion for a more definite statement, specifically 
mentions a document, copies of computations as cf the 

month end for 1-29-71» 

MR. TAYLOR: I believe it did, your Honor. 
JUDGE TRACY: If you didn't receive it, either 
it was an oversight or error or something. 


! 






Q 


MR. TAYLOR: Then you will not entertain my 

motion to strike this exhibit. 

MR. RASHES: I hâve a letter here which I sent 

to Mr. Taylor, the cover letter, and the second page 
States enclosed please find the following documents as 
enumerated by Mr. Tracy's order of August 18, 1971. 

One, copies of computaticns as at the month 

end for 1 -18-71-1“29-71. 

To the beat of my recollection that materlal 

was lncluded in the package sent to Mr. Taylor. 

JUDGE TRACY: I will overrule the objection 

and the motion to strike. 

MR. TAYLOR: Your Honor, I will 3 tate that I 

received every one that is listed in this page 2, 

ParaGraph number one, but I don't find the one for January 

29th. 

Ail the others I acknowledge rfcosipt of. 

If you will giYe me a copy of it, at least 

I will be able to look at it. 

JUDGE TRACY: Ail right. 

MR. RASHES: Read the reoord, please. 
(Whereupon, the record was read by the 

reporter as requested. ) 

q I show you Division's Exhibit 5B. 

Can you tell me what that is? 
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5B and 5C ln evidence. 


(Division's ExhMts 5A, 5B and 5C for identifica¬ 
tion were received in evidence.) 

Q Mr. Bruder, upon abstracting Division's Exhibit 
5A, 5B and 5C, did you préparé a computation of capital 


analysis? 


I did. 


What did you use in preparing your analysis, Mr. 


Bruder? 


A Public quotations obtained either from the pink 
sheets or the daily newspapers, such as the Wall Street 
Journal, the Times. 

Q Mr. Bruder, what was the resuit of your analysis* 


compliance. 


Mr. Sloan's capital condition was not in 


JUDGE TRACY: As of what date? 

THE WITNESS: As of January 29th. 

Mr. Bruder, how much was it out of compliance? 

I hâve to see the computation to tell you. 

MR. TAYLOR: Do you know, sir? Will you please 


answer the question, how much? 


here. 


THE WITNESS: I can't answer that from over 


How could I answer that? 


MR. TAYLOR: Your Honor— 
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THE WI1NESS: I haven't got a copy in front of 


JUDGE TRACT: Don't argue with the attorney. 

He doesn't remember. 

MR. TAYLOR: That's the answer. 

MR. RASHES: Mr. Reporter, would you please 
mark this as Division's Exhibit 5D for identification. 

(Document referred to marked Division's Exhibit 

5D for identification.) 

BY MR. RASHES: 

Q Mr. Bruder, I show you Division's Exhibit 5D 

for identification and ask you what it is. 

A Capital computation prepared by myself on March j 

3rd, as of January 29, 1971. 

q Jhat was the total deficiency, total net capital 

deficiency, as of that date? 

A The deficiency was $6,912, approximately. 

Q Was that deficiency or the déficit? 

A The déficit. 

Q What was the deficiency? 

A To comply, the company needed $11,912. 

Q Thank you. 

MR. RASHES: Your Honor, I offer this into 
evidence as Division's Exhibit 5D. 


25 


MR. TAYLOR: No objection. 
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JUDGE TRACY: Division's Exhibit 5D will be 
recelved in evidence. 

(Divisicn's Exhibit 5D for identification was 

recelved in evidence.) 

BY MP. RASHES: 

q Mr. Brader, when you abstracted the trial 

balance and other schedules of Sloan & Co., wa3 the firm 
doing business at that time? 

A Yes. 

MR. TAYLOR: Objection, your Honor. 

That oalls for a conclusion from the wltness. 

MR. RASHES: He is an expert, your Honor. 

I think we qualified him a3 an expert in 
security books and records and financial condition of the 
broker-dealer firms. 

MR. TAYLOR: I very carefully wrote down exactly 

what he is qualified to testify to. 

Inspections, hi3 dutle s were to see books and 

records were in compliance, to make capital computaticns 
and to see if the records were kept in conformity. 

It has nothing to do with his expertise on ail 

of the rules of Commission. 

I object to that question to this wltness. 

MR. RASHES: We are not asking hlm about ail 


the rules of the Commissior 
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We are asking him whether the fix*m was doing 
business, to the best of his knowledge, when he visited 


the firm. 


to that. 


I think he ls enough of an expert to testify 


MR. TAYLOR: I would submit that is a very 
technical and absolute rule of the Commission as to what 
makes doing business, and I say this man was not qualifiée! 

to so testify. 

JUDGE TRACY: Well, I will allow the answer. 

You can cross-examine him on it if you wish. 

I will overrule the objection. 

MR. TAYLOR: Is he expert for ail rules of 

the Commission? 

May I ask Mr. Rashes to respond to that? 

JUDGE TRACY: I don't know — he hasn't been 

qualified a3 an expert. 

MR. TAYLOR: I agréé wlth you. 

I don't mean to sound too direct. 

JUDGE TRACY: He says in his opinion they were 
doing business or they weren't doing business, and then 
you can examine hlm on that point, as to how he came to 

that conclusion. 

MR. RASHES: Even if you don't consider him 
an expert, he is allowed to give his opinion — his sensory 


1 
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11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 

22 
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observations of what ho saw or didn't see. 

The state of mind of the examinera in — 

JUDGE TRACY: I don't believe lt is a atate 

of mind. 

If an inve3tigator of the Commission goes 
in te a broker-dealer firm, he should be able to observe 
whether or not the firm is doing business. 

I will allow the question. 

Q How did you détermine that the firm was doing 
business at thattlme? 

A By téléphoné conversations and over thls period 
of time as the trial balances show, there were additional 
transactions, purchascs and sales of securitiea. 

Q Mr. Bruder, when you abstracted the trial 
balances and 3chedules 5A through 5C, did you examine 
the books and records of Sloan & Co. at that time? 

A Yes. 

Q What were the condition of the books and records 
on February 25, 1971? 

A On February 25, 1971 they still weren't quite 

clear. 

There were a number of mistakes. The capital 
was not properly recorded, and the 3tock record wasn't up 
to date; nelther was customers’ ledger, as I recall. 


25 


Q 


What, if anything, did you find in relation 





A -Ql ^ 

to the income and expose account of Sloan & Co.? 

MR. TAYLOR: Objection to the form, your 

Honor. 

JUDGE TRACY: Would you refine the question? 

MR. RASHES: I asked what, if anything. 

I don't believe it ls a leading question. 

MR. TAYLOR: He told him the answer by 
implication of the question. 

JUDGE TRACY: I don't under3tand the question. 

Q Did you examine the income and expense account 
of Samuel H. Sloan & Ce.? 

A I did. 

Q What was the resuit of that examination, Mr. 
Bruder? 

A It wasn't properly maintained. 

0 Mr. Bruder, when did you retire from the 

Conmission? 

A In April 1971. 

MR. RASHES: No further questions, your Honor. 
JUDGE TRACY: Do you want to proceed with 
cro 33 -examinâtion or do you want to take a brlef recess? 

MR. TAYLOR: We will take a brief rece3s. 
JUDGE TRACY: Let's take a five-minute recess 

then. 


(Recess taken.) 
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1 

JUDGE TRACTï On the record. 

• 

2 

You inay proceed, Mr. Taylor. 


3 j 

CROSS-EXAMINATION 


* 

BY MR. TAYLOR: 


. 

Q Mr. Brader, you atated you had worked 30 years 


6 

ln the 3 ecuritles industry previous to your employment by 


7 \ 

the Commission? 


8 |j 

A That’s right. 


9 1 

Q You stated that you were a supervisor in the 


1° 

margin department of -- 


U 

A Yes. 


12 

q — of Goodbody? 

• 

13 

A Yes. 


14 

Q What wa 3 the other type of employment that you 


15 

did in those 30 years? 


16 

A I originally started as a runner. 


17 

I then went to the transfer department, worked 


18 

in the transfer department. 


19 

I made entries, run my own transfers, then 


20 

went into the cage, helped balance the blotters, and 


21 

during the time of the thirties, things became very slow. 


22 

I did stock record work, P & S work, and practically the 


23 

whole office. Wherever we had to fill in. 

• 

24 

Q Had you worked for many different firms or 


25 

just one employer? 

• 


K 


i 







1 
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A I had worked for a number of firms. 


1 


• 

2 

Q Coald you tell us the number, please? 

> 

! 3 

A One with Walker Brothers. 


4 

Q. The number, not the name. 


1 

5 

A I would say 12, or 13. 


1 6 

Q In the course of that employment, did you find 


. 7 

that the books and records were kept exactly the same 


HH 

way in ail firms? 


9 

A Most on a general principal, yes. 


10 

Q Were the books and records kept exactly the 


11 

same way in ail of your former employers? 


12 

A Yes, they were. 


13 

« 

Q Was the blotters identical as to the design 

• 

14 

and form and color of blotters, if they differed? 


15 

A Yes. 


16 

At that time, yes. 


17 

Q Subséquent to that time, hâve they ohanged. 


18 

sir? 


19 

A Yes. 



They were changed because computerized blotters 


21 

came in, and also machine blotters of a different type. 


22 

Q Were the forms used to 3end confirmations the 


23 

same in every fiim that you worked for? 


24 

A Practically, yes. 

• 

25 

Q Was it, yes or no? 
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A Yes. 


In every single Instance? 


That's rlght. 


Q Were the general ledgers exactly the same a 


the form and 3tyle? 


A They were in the same form, yes. 


Some were bound in a bookj sortie were kept 


loose in a Burroughs bookkeeping cabinet, had they been dom 


by machine. 


Others were done by hand. 


Would lt be correct to say, Mr. Bruder, that 


in the course of your prior employments, you had seen many 


différât form3 then? 


A Yes. 


Q Of record-keeping. 


And in the course of your 12 years as an 


examiner for the Commission, how many firme had you 


audited in the form of inspection? 


I would say perhaps 50 . 


Did you flnd in each single instance that each 


of the companles that you did examine kept ldentical 


reoords, both as to form and style of reoordings? 


A Qenerally, ail forma were the same. 


Each had its alight variations. 


Q When you say ail forms, you raean to say there 




I 
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1 was a blotter maintained to record securlty transactions? 

2 A Yes. 

3 Q And there was a checkbook to record the 

4 recelpt and disburseraents of cash? 

* 

5 | A Yes. 

I 

6 J q And a general ledger was maintained? 


ii 

8 !' 
(j 

9 ; 
10 

i 

11 

12 4 

i 

i 

i 

13 


U ;• 

15 

f 

16 

17 

18 . 

I 

19 

20 
21 

22 ! 

i 

23 . 

» 

I 

24 


A Yes. 

Q And there would be se para te blotters, possibly, 
for transfer and receipt of securitiej? 

A Yes. 

Q Is that your connotation that they were the 

same? 

A Yes. 

Q Was the style and fora of them, which is really 

ray question, was the style and fora of them the same, Mr. 

Brader? 

A Yes. 

q la there any single raie you can tell me thaï 
requires, under the Coflssisslon's raies, a single fora to 
be used in the maintenance of any records? 

MR. RASHBS: I object. 

Mr. Brader is not a lawyer and he is bcing 

asked a legal question. 

MR. TAYLOR: He said he is avn expert in the 


25 i 

i 


rules. 
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• 

1 


JUDOE TRACY: I wlll allow it. 


2 


I ovei*rule the objection. 


3 


MR. TAYLOR: Vtould you repeat yhe question? 


4 


(Question read. ) 


5 

A 

No. There le — 


6 | 

Q 

Thank you. The answer waa no. Thank you. 


7 

si*. 



8 | 


When you examined on January 12, 1971 the reaerda 


9 

of Sloan te 

Co., you said that they did not hâve a general 


10 

ledger, is 

that correct? 


11 

A 

I aaid the general ledger, I believe, waa not 

i 

• 

12 

properly malntained. 

13 

Q 

. 

What did you mean by that? 


14 

A 

Well, the income and expenae of the general 


15 

ledger waa 

not properly malntained. 

I 


16 


Capital waa not properly recorded. 


17 

Q 

In what regard, air? 


18 


Specifioally tell me what waa not malntained. 


19 

A 

Particularly the capital account waa not 


20 

properly malntained. 


21 

Q 

You keep saying not properly malntained, and 


22 

I vfant you to tell me what waa not properly malntained 


23 

of that ledger account. 

• 

24 

* 

There wasn't a true record of Mr. Sloan*a 


25 

capital there. 
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q How was it Incorrect, if it was not true? 

A We found by — 

q Vte, sir? Do you mean I found? 

A I found. 

Q Ail right. 

A That there was an addition al capital in the tixn, 

which was incorrectly recorded. 

There was other capital — 
q Would you tell us specifically what — 

MR. RASHESï Your Honor, the witness has not 

finis hed his response to the question. 

MR. TAYLOR: He certainly did. 

I do not want him to embelish or lend 

gratuitously any respônse to my question. 

JUDOS TRACY: Read the question back. 

(Whereupon, the question was read back by the 


reporter.) 


Wtet was not recorded. That was the response 


to my question. 


MR. RASHES: In the middle of a sentence, Mr. 
Taylor eut him off. 

JUDGE TRACY: The last question ias specifically 

what was wrong with it, or what was 
MR. TAYLOR: Yes, sir. 

JUDGE TRACY: You may answer if you can recall. 
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A There was capital, if I recall, recorded 
ln there, for Nr. Theodos, whlch at that tine Mr. Theodoa 

was not a partner in the firm. 

q This is on the date of January 

A The initial inspection. 

q January 12th? 

A Yes. 

q Dld you in your prior testimony State that the 

capital account of the partnership was incorrect? 

» ' 

If you recalL your testimony. 

A i - my testimony was that the capital account 

of Samuel H. Sloan & Co., I think I didn't mention 

anything about the partnership 

q Ail right. I will withdraw the question. 

The record will indicate both t le prior response 

and thi3 response by the witness. 

MR. RASHES: Yes. 

^ . „„„ Mr> Pruder. that there was no 

q Did you say, mr. t-ruuex, 

general ledger maintained by Sloan & Co.? 

A I said the general ledger was not properly 

maintained. 

q I ask you again, how was it owproperly 
maintained, then? 

A I explalned that the capital accounc was not 

properly maintained. 

I _____ 
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Entrics for certain capital were not put in 
there, also income and expense was not properly recorded 


there. 


rec orded? 


Howvbs the income and expense improperly 


A There were missing items. 

q Such as? 

A Certain income of commissions» I would 3ay. 

q What specifically were the commissions omitted? 

A Well, Mr. Sloan had a rather — rather, Sloan 
& Co. had executed an agency transaction. There were 
certain commissions that were omitted or in the book. 

I can't recall at this time. 

q Do you know, if your testimony ls, sir, that 

the records were improperly maintained because of this, 

I ask you what commission was not recorded on what agency 

transaction? 

A That, Mr. Taylor, is a very hard question. I 

nan't answer that. 

q You don't know, fine, okay. 

That is the response. 

Did you examine to see if Sloan & Co. maintainec 
a blotter records of purchases and sales of securities? 

A Yes, I did. 

Q Did you flnd that he had 3 uch records? 
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A He did. 

Q Dld you flnd or did you examine to see if he 
had a 3tock record? 

A Yes. 

Q And did you find that the stock record was 

présent? That he did malntain it? 

A On the initial visit, the stock record was 

not maintained carrently. 

Q How many days waa it behind then? 

In postings, that is. 

A I don't recall at thls time. 

Q But there was a stock record maintained? 

A Yes. 

Q As of some date? , 

A As of a certain date. 

Q Did you examine to see if he had a record of 

the securities fail to deliver. and fail to receive that 
were opened on the date of your examinât3on? 

A Yes. 

Q Was there a record? 

A There was. 

Q Did you examine to see if he had a record of 

the trading account positions, long and short, at the date 


of your examination? 
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Was there such a record? 


Yes. 


Q Did you examine to see if he had and maintained 
a customer ledger at the date of your examination? 

A Yes. 

Q Was there such a record? 

A Yes. 

Q In the Exhibit 4A — will you let hlm hâve 


that, please? 


MR. TAYLOR: There should be three parts. 

MR. RASHES: 4A, B and C. De you want ail of 


them? 


MR. TAYLOR: Yes. 


BY MR. TAYLOR: 

Q Now, Mr. Bruder, on the prlor testlmony you 
ldentified and were taken lnto evldence under Exhibits 
4A, B and C, a trial balance as of January l8th, a trading 
account showing long and short positions as of January l8th 
and a capital computations as at January l8th. 

Is that correct? 

A Yes. 

Q May I Just hand these to you to assist you 

when I ask some questions 0 
A Rlght. 

Q Do you hâve lt before you, 3ir? 
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î 

2 

3 

4 

5 

6 

• 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 
19 
20 

21 ' 
22 

23 

24 
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A Yes. 

Q Under the date of January l8th I direct your 
attention to the schedule that shows a trial balance dated 
January l8th, that résulta in the computation. 

A Yes. 

Q Now, you notice an item listed among the 

liabilities that is called unaccounted for différence; 
diff i 3 différence, is that correct? 

A Yes. 

Q Do you see that item, sir? 

A I do. 

Q Would you tell us what that particular amount 

of 10,043.90 represents, please? 

A The différence between the assets and the 

liabilities of the trial balance,abstracted by myself 
as at January l8th. 

Q Are you saying then that the général ledger 

you previously testified was maintained by Sloan, was 
not in balance on tla t date? 

A Yes. 

Q And that the amount of débits exceeded the 

amount of crédits by 10,043.90, is that your testimony? 

A Yes, sir. 

q X refer you to the next item listed, please. 

As far as I can read it, it says receipts. 


m 
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1 
2 

3 

4 

5 

6 

7 

8 
9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 

22 

23 

24 

25 


payments, account of customers. 

A Yes. 

Q 11,010.13. 

Can you tell me what that item is, please? 

A These arerecelpts of - of the Sloan 0o., by 

Mr. Sloan or his firm. 

q Sloan & Co.? 

A Sloan & Co. 

q Rlght. 

A Which are a - appear to me to be a net crédit 
balance of his customers' débits and crédits. 
q You say appears to you. 

Do you know for a fact that they are montes 

owed to customers as at January l8th, Mr. Eluder? 

A On over-all montes owed to customer3. 

That ls, there were more crédit balances than 

débit balances. 

Q And you obtained that Information from the 

subsldlary ledger called customer ledger of Sloan & 

Co., is that right? 

A From the ledgers here. 

q From the ledgers maintained by Sloan & Co.? 

A No. Yes, that's rlght, the ledgers maintained 

by Sloan & Co. 

q Could you tell us the names of those customers? 
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1 

A 

I cannot from thls sheet. 



2 

Q 

Dld you make a schedule of those or a listing 



3 

of tho3e 

customers? 



4 

A 

No, I dld not. 



5 

Q 

Why -- 



6 

A 

Because — 



7 

Q 

Pardon me, sir? 



8 

A 

At that tlme I don't belleve there was a 



9 

complété 

llst of them. 



10 

Q 

I Just a 3 ked you then, dld you examine and 



11 

flnd ln 

the customer ledger, which you sald was malntalned, 

P 


• 

12 

did you 

flnd a schedule — pardon me. 



13 


Dld you flnd balances totalllng 11,010.13 as 



14 

montes due to customers? 



15 

A 

No, I dld not. 



16 

Q 

You dld not flnd it ln the customers' ledger 



17 

then? 




18 

A 

No. 



19 

Q 

Where dld you flnd or where dld you establlsh 



20 

such amount? 



21 

A 

From the general ledger. 



22 

Q 

In what accounts dld you look? 


• 

23 

A 

There waa an account setup, recelpts and 


24 

payments, account of customers. 



25 

1 Q 

Dld you examine bdth aides of that account? 

_ 
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A That '3 the way — I examined both sides to see, 

and tne total was that amount. 

Q V/hat was the total of the débits in that 

account, sir, if you know? 

A I don't know, sir. 

Q And you don't know the amount of crédits, 
other than, as you state, the net amount is 11,010.13'- 

A ïes. 

Q Mr. Bruder, did you examine any other 

record that was not a ledger, that established that amount 
for you? 


■ cA 


ledger.. 


You insist that it was the customer's ledger. 

I looked through a customer's ledger. 

This balance came from the record of the généra] 


Was there a oontrol account in the general 


ledger that showed this balance, sir? 

A No. There was no record in the control acoount. 

q Then, if I understand you, is it your testimony 
that the general ledger trial balance prepared from the 
general ledger, would not contain this amount? Is that 


correct? 


That*s right. 

This is a bi ance which I took from Sloan'e 
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-1 

records. 

Q Some records of Sloan's? 

A Some records of Sloan's. 

Q Which you now identify as the customers 1 

ledger? 

A Yes. 

Q Would lt also be correct to say that the 
unaccounted for différence is not a general ledger tri* 1 
balance account, in the amount of 10,043.90, that no such 
account exista? 

A That is an account that I put on the sheet 
to balance off the assets and liabilities. 

q So would it be possible that you overlooked 

an account in the ledger? 

A I don't believe it would be possible. 

Q Would it be possible? 

MR. RASHESï Your Honor, I thlnk the witness 

just answered that question. 

If you want to read it back — 

JUDOE TRACY: Read the question. 

MR. TAYLOR: I willWLthdraw it. 

JUDOE TRACY: Ail right. 

Q Is it correct then or would it be possible 
that the customer acoount figure that you hâve also 


is in error? 
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1 

That there ia no such account In the general 

• 

2 

ledger for that amount? 


3 

A What are you — 


4 

MR. RASHES: I object. 


5 

I don't belleve Mr. Druder — I thlnk Mr. 


6 

Brader testlfled he took thls from the general ledger. 


7 

A spécifie item described as receipts — receipts 


8 

from or of customers. 


9 

I think this has been testified to already. 


10 

MR. TAYLOBî He also — 


11 

JUDQE TRACY: I don't think he testified 


12 

anything is in error. 

• 

13 

That is your etatement. 


14 

MR. TAYLOR: I believe he testified that the 


15 

11 , 010.13 was not a ledger account. 


16 

JUDQE TRACY: That doesn'tmean it was in error. 


17 

does it? 


18 

MR. TAYLOB: It doesn't say it was, either. 


19 

your Honor. 


20 

JUDQE TRACY: As I understand it, he took the 


21 

figure off the books and records of Mr. Sloan.^ 


22 

He didn't go back to the subsidiary supporting 


23 

documents to see if it was properly booked. 

• 

24 

He at least took if off the general ledger 

25 

account, whioh had that much différence in it. 

. 

/ , 
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MR. TAYLOR: I would submit that is not his 

testimony. 

Without prejudicing my examination, I will tell 
you my testimony on the direct case will be entirely 
contrary to that. 

That is what I am -- that is why I am trying 
to get him down to the rationale of why he did it. 

JUDGE TRACY: Ail right. 

BY MR. TAYLOR: 

Q Would it be correct to say, in any event, 

Mr. Bruder, that the Exhibit 3, whioh you hâve before you, 
was prepared from the books and records of Sloan & Co.? 

MR. RASHES: I believe he has Exhibit 4, Mr. 

Taylor. 

MR. TAYLOR: Is that 4? 

MR. RASHES: Yes. 

MR. TAYLOR: I beg your pardon, that is 4. 

First time you are right today. 

Q Is that correct, sir, that these schedules 

that you ultimately finalized, were prepared from the 
books and records of Sloan? 

A Y63, sir. 

Q Did you, to establish the trading account long 
and short, look to the stock record of Sloan & Co. 
to verify the particular 3 hares and identity of 


25 
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securities? 

A On 4B? 

Q This i 3 the Jsn uary l8th date, Mr. Bruder. 

A Yes, that's 4B. 

Q Yes, sir. 

Did you look to the stock record of Sloan? 

A No, I did not. 

Q Was there any reason why you did not? 

A At this tirae, or rather at that time, I figured 
that the trial balance was inaccurate, that I had obtained 
from Sloan's books and records, there was no sense in 
checking it at that time. 

Q Howvas lt inaccurate, again? 

A The as 3 et 3 did not equal the liabilities, 

according to my calculations. 

Q And according to the trial balance that you 

attempted to take off? 

A Yes. 

Q Fine. 

So therefore you concluded that you did not 
hâve to examine the stock record? 

A That's right, sir. 

I a la o — 

Q You had testified that there was a stock 


record at the time? 
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A AI 30 , but it was not maintained. 

q Thank you, Mr. Bruder. 

Now, you had also under the date of January l^t) 

had a letter over the signature.of Mr. Nortman, 
forwarded to Sloan, requestf.ng that he produce certain 
records, is that correct? 

A Yes. 

Q Ail right. 

Do you recall that? Listing ail of the 
individual items? 

Did Mr. Sloan supply those records to the 

Commission? 

A Subsequently? 

Q Subséquent — 

MR. RA3HES: I would like to — 

MR. TAYLOR: January l4th letter. 

MR. RASHES: I'd like to knowwhat documents 

in pa rticular he is discussing. 

Whether he is discussing — 

MR. TAYLOR: Ail of them listed. 

JUDGE TRACY: He is discussing Exhibit 2. 

MR. TAYLOR: I think the wltness answered 
that, and you started to say subsequently. 

Q Continue. 

A Mr. Sloan appeared with a computation which he 
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Q You did? 

A It was included. 

Q Why is the rea 3 on you hâve deleted it from 

hia capital as of January 29th? 

A We oould not ascertain that it wa3 actual 


capital. 


Isthere any question that the $10,000 amount 


is reflected among the assets on January 29th? 

A It is not recorded in the assets. 

I hâve it included in the liabilities, sir. 

Q Well, then, if you hâve done that, may I a3k 
you, plea 3 e, if the amount is not included among the 
assets, why would you include it among the liabilities? 

A Well, it would be included in over-allassets, 

maybe as cash in the bank or funds on deposit with another 
broker or it may be part of his fail to delivers. 

Q I asked you the question before, sir, is 
it, the *10,000, is it included among the assets, and 


you said no. 


I asked you the next question — 

I stand oorrected. 

Tt is In thoro. 

Were you in error on that testimony? 

On that one particular question, yes. 

Then, would you tell us again why you listed 
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among the liabllities, please? 

A We could not confirm that it was part of Mr. 

Sloan*s capital. 

We wrote a letter to Mrs. Sloan requesting 
that she had glven it to hlm a3 a gift or as a loan. 


It was not stated and we never recelved a 


1 e ply. 


O Would lt be correct to State that if the 
mother of Mr. Sloan would verlfy that that was a complété 
gift, that it should be included as capital and not 
liability on January 29th? 

A Yes. 

Q Would that be correct, sir? 

A Yes. 

Q Would you then 3ay that if that be so, then 

this computation is in error? 

A If it was an actual gift, yes, sir. 

Q Now, I direct your attention to the 

schedule that lists the long and short positions, please 
A Y e s. 

Q Do you note at the bottom of the page, I 

belleve it is in your handwriting, a numéral two? 

A Yes. 

Q In that numéral two, it says check to the 


stock record. 
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A Yes, sir. 

Q Would you please tell us what that means? 

A The Ion g and short position wa3 checked to 
see that this was correct according to Mr. Sloan's 
3 tock record. 

Q Then, would it he correct to say on January 
29th, 1971, that the stock record of Sloan & Co. was 
correct and that you verified it to be correct? 

A Yes. 

Q And now, Mr, Bruder, you also testified 

« 

that during the period that the firm of Sloan wa3 doing 
business," is that correct? 

A Yes. 

Q You said you verified that by téléphoné conver¬ 

sations, is that correct? 

A Yes. 

Q Will you tell as with whom you had tho3e 

conversations? 

A I dldn't hae the téléphoné conversations. 

Mi'. Slosn had téléphoné conversations. 

Also — 

MR. TAYLOR: Your Honor, then I would ask that 
that portion of Mr. Bruder's testimony as regards doing 
business under the explanation of téléphoné conversations 


be stricken. 
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He has Ju 3 t admltted that he dld not, at that 

point, hâve any téléphoné conversations. 

Anything else that he might offer would be 
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hearsay. 

I would ask that lt be strlcken. 

MR. RASHES: The hearsay rules don't formally 
apply to administrative proceedlng3, your Honor. 

We feel that this is relevant testimony. 

JUDGE TRACY: Well, hearsay is admissible, if 
it is sub 3 tantiated by some other evidence, but Just hear- 
say by ltself I am going to allow some questioning on 
it, anyway. 

MR. TAYLOR: The matter of hearsay, if I may 
direct myself to that point, is not to be substituted for 
direct evidence. 

Direct evidence may be further supplanted by 
certain klnds of hearsay, but it cannot be offered as 
a proof of direct evidence and that is precisely the witnes 

testimony. 

And I again make, if the chair wants to 
reserve on it, but I make the motion to strike it 

because it i3 pure hearsay. 

JUDGE TRACY: What particular testimony ar*e 

we talking about now? 

MR. TAYLOR: The prior testimony of Mr. 
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Bruder, where he testified that the firm was "doing 


bu ainesa. 

He was asked by Mr. Rashes how did he establish 

that. 

He 3 aid by téléphoné conversations. 

We now find that he is alluding to po 3 Slbly 

calls made by Mr. Sloan. 

I say that thatimplication of his direct 

testimony is that these were conversations that he had, 

and I a 3 k that that be stricken. 

MR. RASHES: That was not the only thing that 

he gave in answer. 

That was one of the segments. I wouldn't want 
everything stricken. 

He also said by a check of the books and 

records and confirmations. 

MR. TAYLOR: I will get to it on the re3t of 

my examination. 

We are now dealing with a téléphoné conversation 

and the witness now states he had none. 

MR. RASHES: He never testified he did. 

He testified that while he was there inspecting 
the books and records he heard Mr. Sloan on the télé¬ 


phoné and — 


MR. TAYLOR: I raise in direct anger at 
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this type of explanation, because he ha3 acain told the 
wltnes 3 how to make his testlmony. 

MR. RASHES: I take umbrage to that remark. 


your Honor. 


If I can't risc to explain my objections. 


I am sorry for Mr. Taylor. 

I object to his objection, and I feel the 
evldence is well suited and can go into the hearing. 

It is up to you to décidé in your own mind 
wJiat lcind of credibllity you want to give to it. 

JTJDGE TRACY: I would l^ke a little more explan 
ation in about thla téléphoné conversation. 

Can you ask 3ome questions? 

MR. TAYLOR: I will ask him again. 

BY MR. TAYLOR: 

q Mr. Bruder, in your prior testlmony on the 
question of doing business, is it correct to say that 
you establlshed it by, among other things, one matter of 
téléphoné conversation? 

A Yes. 

Q Is that correct? 

A Ye3. 

Q Fine. 

Did you hâve any téléphoné conversations that 

would e 3 tablish that Sloan was doing business durlng that 
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time? 


With other brokers, no, sir. I did not, not 


with other brokers. 


Honor. 


MR. TAYLOR: That was his response, your 


JUDGE TRACY: Well, that doesn't mean that there 


weren't things going on ln the office that would lead 
him to believe that the firm was doing business. 

MR. TAYLOR: I will ask the other questions. 

0 Who had the téléphoné conversations, to y ur 
knowledge? 

A Mr. Sloan and some other unknown person, as 


far as I know. 


JUDGE TRACY: What was the nature of the 

téléphoné conversations? 

THE WITNESS: They were quotes, varions quotes, 
and at one time I overheard him make a transaction. 

JUDGE TRACY: How did you happen to overhear 


these conversations? 


large, 


him? 


THE WITNESS: Pecause the office wasn't very 


JUDGE TRACY: Were you in the same room with 


THE WITNESS: We were in the aame room, yes. 


25 


sir. 




BY MR. TAYLOR: 

Q This ail occurred on the one date you 

examined, I think It -.;a3 January 12th, and then on the 
13th, elther one of those two days? 

A It occurred somewhere around that perlod of 

time, yes, sir. 

Q It had to be exactly that perlod, because 

that was the tlme you were ln hls office? 

A Yes. 

q Your testimony says January 12th and 13th? 

A Yes. 

q It happened on those two days. 

A Yes. 

Q Would you repeat as best you can remember, 

the substance of that conversation that you heard? 

A I heard Mr. Sloan ask a price on what — on a 

securlty. 

q What securlty was that? 

A I can't recall, sir. 

Q You can't recall, fine. 

Continue, sir. 

A I know it was a securlty transaction, a quote 

there. 

Also I heard Mr. Sloan give a quote to a 


broker. 
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q For vtat security wa3 that? 

\ I hâve to think. 

There was one in my mind in particular. Some- 
where about a half, three-quarter3, 

I can't recall. 

Q What security was it? 

A Can't give you the answer, sir. 

Q You don't know or you don't recall, w: ich is 

it, sir? 

A I don't recall. 

Q Don't recall. 

Do you know the name of the broker that that 
conversation may hâve taken place with? 

A No, I don't recall. 

Q Do you recall the time that it took place? 

A ffey hâve taken place somewhere around 11:30 

in the moming. 

Q It may hâve? 

A Yes, sir. 

Q Did yousay? 

A It was befoie my lunch hour^ so it was about 

11:30. 

MR. TAYLOR: Well, I would renew my objection 
and particularly direct it to the weight to be afforded 


that type of testimony. 
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summary of your testimony? 

A The trial balances hâve changed. 

Q We agréé t^ that. 

Can you tell us and would it necessarlly flr 
into your concept of doing business, in view of your 
explanation now as to contract and settlement date 
actlvity? 

Mr. Bruder, if you don't know the ar.swcr, 

I will accept I don't know. 

If you don't know Just State your answer. 

A Mr. Taylor, I am trying to certify here from 
the appearance of the trial balance sheet. 

Q Take your time. 

A That transactions had occurred in the two 
perlods. 

Q Wouldn't it be correct, Mr. Bruder, that 
the January l8th trial balance, being the settlement 
date, was -- ordinarily — 

Q Yes, sir. 

Q — ordinarily it takes five days between 

contract and settlement date. 

So wouldn't it be correct to say that at 
least four business days prior to January l8th would be 
consummated transactions from being made, but would not 
be reflectèd on the January l8th trial balance in the 
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normal course of recorc’-keeping? 

A Yes. 

q And that as a matter of course, as the days 
rolled by, the 11 days intervening up to the 29th now, 
that In the general course of record-keeping Sloan would 
hâve to reflect those four or five prior business day 


7 l ! 

actlvities? 
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That would 

adjust and change long and short 

9 | 

fan to receive wlthout ever consummating a new trans¬ 

10 i 

action in that 11-day period? 

11 


Isn't that 

possible? 

12 

A 

Yes, 3ir. 


13 

Q 

Fine. 


14 


That's ail 

I want you to say. 

15 


Now, you further stated that on February 25th 

16 

you caused 

another or 

made another examination of Sloan, 

17 

is that correct? 


18 

A 

Yes. 


19 

Q 

And that you had stated that the information 


that he supplledvas "not clear to you," 13 that correct, 
3ir? 


20 

21 


22 A I — 

23 Q Do you recall that testimony, sir? 

24 Al believe there ls another transaction, rather 

25 
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trial balance, in between here, air, that was not clear 
to me. 

Q Well -- 

A Sortie other, submitted by Mr. Sloan. 

q I take it that, on my notes, I copied February 

25th. 

The date may be not qulte, I am not sure -- 

it may be — 

A February 25th. 

Q Does that sound like something you recal1? 

A Yes, that's the trial balance that I hâve before 

me, which I abstracted. 

0 Dld you say that the information there included 
mi 3 takes that the capital acoount was in error, that the 
stock record wa 3 in error, that the customer ledger was 

notproperly maintained? 

Was that your prior testlmony? 

MR, RA5HES: I don't understand the question, 
whether he i3 relating to the books and records of the 
firm or whether he is relating to the document that 
Mr. Bruder abstracted. 

MR. TAYLOR: I am relating to the prior testl¬ 
mony of Mr. Bruder. 

As I recall, he testified that in another 
trial balance or other informât!en supplied to him, that 
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he found it to be unclear and he made a numbcr of 
comments as o what made it unclear. 

I am trying to examine him in detail as 

to what those items were. 

JUDGE TRACY: Well -- 

MR. TAYLOR: I did think he testified to that, 

your Honor. 

JUDGE TRACY: Can you pinpoint the te 3 timony 
as to what document or what time he was talking about 
there? 

MR. TAYLOR: It was a schedule of a trial 
balance and other related information that had been 

^eque 3 ted from Mr. Sloan, 

I recall the date in the testimony, you said 

on February 25th, having done this examination. That 

is the reference I make. 

JUDGE TRACY: Well, according to the 

Division's Exhibit 5A, trial balances at 1-29-71 on 

through 2-25-71. 

MR. TAYLOR: What was that? 

JUDGE TRACY: 5A, as of 1-29-71, t>y Bruder 

on 2-25-71. 

That's the February date you are talking 


about. 
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MR. TAYLOR: Ail right, I hâve lt clear now. 


2 


excuse me. 



I was confused by that. 

My mistake that tlme. 

BY MR. TAYLOR: 

q Now, Mr. Bruder, on that January 29> 1971 

information which is in Exhibit 5 

A Ye3. 

q -- A through D now. 

You stated that that was prepared from books 


and records, but that you were not quite clear, as I 
remember your testimony, you were not quite clear as to 

certain information. 

Is that correct? 

MR. RASHES: Your Honor, could we go back and 
check the testimony on that, because I hâve no such 
recollection. 

JUDGE TRACY: Let's ask him. 

MR. TAYLOR: The witness is the one who has 


to remember it. 

MR. RASHES: Sorry. 

A We seem, in my opinion now, we seem to be a Htt 

confused with certain other schedules submitted here 


le 


25 


prior to this one. 

Now, I think accordingly, either I am confused 
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on lt at thi 3 particular moment, or you are. 

There is another schedule which come3 in 


between January l8th and this one here, which Mr. 

Sloan submitted. 

Is this — 

Q That is January 29th? 

A January 29ty. 

Q What is the one in between then? 

A Mr. Rashes — it i3 an exhibit over there. 

Q 13 it this one, the trial balance along with 


the balance sheet? 

A Yes, that's the one. 

Q That is the one? 

A That's the one. 

Q That speaks of the date of January l8th, is 


that correct? 

A Yes. 

That's the one there, which Mr. — 

Q If I may show you this, please. 

This is the one I think you referred to. 

A Yes. There's one in between here. 

This is it, yes. 

MR. TAYLOR: Can we go off the record for a 


moment? 


JUDGE TRACY: Off the record. 
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(Discussion off the record.) 

JUDGE TRACY: On the record. 

DY MR. TAYLOR: 

q Ail rlght, Mr. Brader. 

Exhlblt 3, whlch la a schedule of a trial 
balance and a balance aheet and a profit and loaa statuaient 
apeaklne aa of January 18, 1971, waa that the référencé 
before that you aald the mattera were not quite 
clear to you as contalned in that exhibit? 

A Yes, sir. 

q would you tell us, please, what precisely are 
the items that you think causes the confusion or are in 

error? 

A We did not hâve here on this original schedule 
submitted to me, an inventory of securities long and 


short. 


We did not hâve an inventory or record of 


actual fails to deliver and fails to receive. 

We Just had a summary total of fails to 
deliver and fall to receive, no schedule or the same 
thing applied to the securities long and short. 

q So would it be correct then that what you are 

saying is that because of the detail that was lacklng, 

was the confusion? 

A Yes, sir. 
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Q Is that correct? 

A At that tlme, yes. 

Q Is it alao correct to 3ay that on January 

l8th under Exhibit 4, you were able to préparé, in any 
event, the necessary computations from information again 

submitted? 

A No. 

This information is what I went down and 

ab3tracted. 

q And would it be also correct to say that ail 
you had to do to eliminate thi3 entire question of either 
mlstake or confusion vas simply to go over to the broker, 
as you did apparently, on Exhibit 4, and look for the 
details and make your computation? 

A Yes, sir. 

MR. TAYLOR: Just one minute. 

(Pause in hearing. ) 

BY MR. TAYLOR: 

q Mr. Bruder, did you hâve occasion to look 
into the Commission's files or to examine a figure 

I 

under the action 17 A5 rule, da ted January 29th of 1971, 
over the signature of myrnond Iaon, certified public 

accountant? 

Had you examined that statement at ail? 
Coïncides with one of the dates that you had 

prepared, you see. 
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A Somewhere I recall a letter was written to 

! 

the Commission stating that, 17A5 could not be prepared 
on time for Tir. Sloan's capital position. 

0 Was an extension reqnested? 

A Requested additional time. 

Q Did you at any time look into or examine 
in the course of your dutles with Sloan & Co., did you 
look into the questionnaire filed by Lhe certified 
public accountantas of January 29* 1971? 

A I don't believe there was a filing made by the 
accountant as at that date. 

Q You don't know if there was, is that correct, 

3ir? 

A Yes. 

Q Your te 3 timony ls that you had no reason or 

I 

you were not assigned the duty of examining it? 

A That's right. I wa3 not assigned. 

MR. TAYLOR: Ttet's ail, your Honor. 

MR. RASHE3: Can we hâve two minutes, your Honor 

please? 

JUDGE TRACY: Yes. 

(Short recess.) 

JUDGE TRACY: On the record. 

Go ahead, Mr. Taylor. 
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REDIRECT EXAMINATION 

BY MR. RASHES: 

Q Mr. Bruder, I believe on Exhiblt 5A you were 
deallng with an unconfirmed gift of $10,000 en Mr. Taylor's 
cro33-examinâtIon. 

Did you ever request of Mr. Sloan to see a 
deposit ticket reflecting the deposit of that amount 
into the firm, Sloan & Co.? 

A I believe I did. 

Q Did you ever see a deposit slip? 

MR. TAYLOR: Could he just 3tate if he did or 
not, rather than his— 

MR. RASHES: He is testifying to the best of 
hi3 recollection. 

MR. TAYLOR: That doesn't make the quality of 
the answer any less demanding. 

He said I believe. 

Either he knows or he doesn 't know, your 

Honor. 

JUDGE TRACY: Do you recall whether you did or 
you dldn't? 1 

A I didn't i:~e the deposit slip. 

Q To the best of your knowledge was one ever 
produced to you? 


25 


MR. TAYLOR: Objection, your Honor. 
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He '3 answered he never saw one, and he ls 

now persls ng In leading the witness. 

JUDGE TRACY: I will allow the question. 

BY MR. RASHES: 

q Did Mr. Sloan ever attempt to give you any 
vérification en the $10,000 deposit of capital into h’s 
firm? 

MR. TAYLOR: I object unless there i3 proper 

foundation laid for that question. 

He has never even lnquired as to whether it 

v;as requested. 

The question i3 improper. 

JUDGE TRACY: I will allow the answer, if he 

knows. 

A Would you repeat the question? 

MR. RASHES: Repeat the question please, 

Mr. Reporter. 

(Whereupon, the pending question was read 

by the reporter.) 

A I can't recall. 

MR. RASHES: We hâve no furtber questions, 

your Honor. 

MR. TAYLOR: I hâve no further questions, your 

Honor. 

L 
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A Yes. 

Q When were you assigned? 

A I believe it was in March of ’ 71. 

Q Did there come a time when you visited the 

offices of Sloan A Company? 

A Yes. 

Q When was that? 

A May I refer to some notes? 


JUDGE TRACY : Yes, you may refresh your 


recollection. 


A March 19, ’71. 

Q Why did you z o to Mr. Sloan's office on 


March 19? 


f irm. 


A To extract or obtain a trial balance of the 


Q Did you obtain a trial balance from the firm 


of Sloan A Co.? 


A I abstracted a trial balance on that date. 

Q Were you supplied anythinp; on that date from 


Sloan A Co.? 


A The books were supplied to me, and I made 

the extracts of the trial and schedule3. 

MR. RASHES: Mr. Reporter, would you please 

mark this document as Division Exhibit No. 6, for 


25 


identification? 





(Whereupon, the document above- 
referred to was marked Division': 
Exhibit No. 6^ for identification 
as of this date.) 

MR. RASHES: Would you mark this document as 

Division's Exhibit 6B for identification? 

(Whereupon, the document above- 
referred to was marked Division': 
Exhibit No. 6 b, for identifi¬ 
cation, as of this date.) 

MR. RASHES: Mark this as Division's Exhibit 


6C for iden tification. 

(Whereupon, the document above- 
referred to was marked Division'£ 
Exhibit No. 6C, for identifi¬ 
cation, as of this date.) 

MR. RASHES: Would you mark this document 

as 6D for iden tification. 

(Whereupon, the document above- 
referred to was marked Division's 
Exhibit No. 6D, for identifi¬ 
cation, as of this date. 

BY MR. RASHES: 

q Mr. Kanoff, I glve you Division's Exhibit 

6a for identification, and ask you, what ls it? 
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A A trial balance that I abstracted from the 

books of the firm, as of Pebruary 26 , 1971. 

Q When did you extract it? 

A When did I? 

Q Yes. 

A March 19. 

Q I show you Division's Exhibit 6B for 

identification, and I ask you what that is? 

A This is a listing of fails to receive and fails 
to deliver — excuse me — fails to deliver, as at 

l 

Pebruary 26. 

« 

Q I show you Division's Exhibit 6C for* identifi- j 

cation, and ask you what that is? 

A A machine listing of the fail to receive 

of the firm at February 26. 

Q I also give you Division's Exhibit 6D, and 

ask you what that is? 

A This is a listing of the lnventry of — as at 
that date. 

Q Mr. Kanoff, where did you get Division's 

Exhibit 6B, C and D? 

A These were given to me by Mr. Sloan. 

Q Thank you. 

MR. RASHES: Your Konor, I offer these in 

évidence. 
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MR. RAYLOR: No objection, your Honor. 

JUDGE TRACY: Division's Exhibits 6A, 6 b, 6c 
and 6D will be received in evidence withat objection. 

(Whereupon, the documentsabove- 
referred to, Division's Ex. 

Nos. 6A - 6D were received in 
eviience, as of this date.) 

BY MR. RASHES: 

Q Mr. Kanoff, did you préparé an analysis of 

Division's Exhibit 6A, the February 26 trial balance? 

A Yes, I did. 

q What did you make use of in preparine your 
analysis? 

..A The several schedules we Just discu3sed and 

the pink sheets, for pricinp; purposes. 

Q What was the resuit of your analysis? 

A A deficienct, a net capital deficiency of 

approximately $ 16 , 000 . 

MR. RASHES: Please mark this as Division's 

Exhibit 6E. v. 

(Whereupon, the document above- 
referred to was marked Division 
Exhibit No. 6E, for identifica¬ 
tion, as of this date.) 


BY MR. RASHES: 
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and ask you what it la? 

A This is an analysis that I prepared, as against 

that trial and schedules of Pebruary 26 . 

0 What was that tased on? 6E? 

A The trial, the schedules and the supportlng 

prlces for the lnventory account that I *ot from the plnk 


8 ü 

sheets. 
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MR. RASHES: I offer thls lnto évidence. 

(i 

10 || 


MR. TAYLOR: No objections. 

11 il 


JUDGE TRACY: Division's Exhlbit 6E will be 

12 il 

t, 

recelved 

ln evldence. 

l! 

13 ji 


(Whereupon, the document above- 

li 

14 i 


referred to. Division's Ex. 

.5 I' 


No. 6E was recelved ln evldence 

j 

16 ! 


as cf thls date. ) 

17 


JUDGE TRACY: Is that a net capital computa- 

18 

tlon or 

— 

19 

1 

I 


MR. RASHES: Yes, sir. 

20 

BY MR. RASHES: 

21 

Q 

In maklng your analysis of Division’. Exhlbit 

22 

6A, the 

February J6th trial balance, dld you glve full 

23 

crédit to Mr. Sloan's capital position as taken off the 

24 

general 

ledger? 

25 

A 

Mlght I see that, agaln? 
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Q I am giving you 6A through 6E. 

A No. I did not use the capital number as it 

appeared in my computation. 

Q Could you explain why you didn't or what you 


did? 

A In poinf z throuph the books and the conversa¬ 

tion with Mr. Sloan, turned out that there was an item on 
there of $58,000, approximately, which Mr. Sloan said 
was capital, that in conversation, turned out to be 
moneys in some question to do with a customer and 
partner partner, a kind of customer relationship, a man 

by the name «f Joseph, — 

q Would you explain what you Just said? 

A That's what Mr. Sloan told me. He wasn't a 

customer. He wasnft a partner. They were discussinp 
a partnership, I believe, Mr. Sloan said, but he hadn't 
yet signed anything, and this was moneys owed to Mr.Iny. 
q How did you treat that sum in your analysis? 

A I took that as an item payable to Mr. Iny, 

and charged as a liability. 

Q In taking of the — in abstracting the 

trial balance on March 18, as of February 26, were you 
able to détermine lf Sloan 5 Co. was dolnfr any business? 
A Yes, sir. 

O How did you make this détermination, sir? 
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A Well, there were confirmations about the 

room, securitles belng dellvered by runners, securities 
lying about, in plain view, and I overheard Mr. Sloan 

on the téléphoné giving out quotes. 

q Did there corne a time subséquent to March 19, 

when you visited Sloan & Co.? 

A Yes, sir. 

Q When was that? 

A On the 8th of April, '71. 
q Why did you vislt Sloan S Co. on April 8? 

A I wanted to get a March month-end trial. 


April 8? 


Did you examine the books and records on 


No, I didn't. 

What did you do on April 8, when you were at 


Sloan & Co. 


I _ when I asked Mr. Sloan for his books. 


he gave me a story that he had no books, per se, that 
he had the machine service, which I was aware of, he had 
given me machine runs earlier, but that ail he had 
until he got these runs which he didn't hâve at the 
moment, were débit and crédit slips that he would supply 
to the service, from which they would produce his records. 

Q Did you attempt to use these débits and crédits 
confirmations to extract a trial balance at that time? 
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A It would hâve been impossible. 

Q Why is that? 

A There would be no meaning to a débit without 

knowing what prior balance was. 

MR. TAYLOR: I will object to that question and 

response, unless Mr. Kanoff will add in his opinion, it 

was impossible. 

THE WITNESS: No objection to that. In my 
opinion, it would hâve been impossible. 

JUDGE TRACY: Ail right. 

BY MR. RASHES: 

Q During your visit of April 8,. 1971, did you 
diecover any evidence that Sloan & Co. was engaged in 
dolng business? 


Q What was that evidence? 

A The same situation as the earlier visit. 

Securities ail about the office, runners back and forth, 

. \ 

téléphoné activity. 

Q Did you request a trial balance as of the 

end of April, 1971? 

A Yes, sir. 

Q Did you receive a trial balance as of the end 

of April, 1971? 

A No, sir. 
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Dld you visit Sloan & Co. subséquent to 


Aprll 8, 1971? 


A Yes, I dld. 

Q When was that, sir? 

A On May 6. 

Q What was the purpose of that visit on May 6? 

A To verify the March month end trial that I 


had gotten. 


balance? 


V/ere you able to verify this March end trial 


A No, I was not. 

Q Why were you not able to verify it? 

A I was unable to locate or Mr. Sloan to furnish 

me with artaindelivery bills, certain confirms, stock 

record, and daily blotter. 

Q During your March 6 visit to Mr. Sloan s 

Strike that. 

During your May 6, 1971 visit to Sloan i Co., were 
you able to détermine if they were doing any business? 

A Yes, sir. 

Q How did you détermine this, sir? 

A Again, the securities about the office, the 

runners* presence and téléphoné activity. 

q Did you request a trial balance as of the 

end of May, 1971? 
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1 

1 

A 

Yes, sir. 

i 

2 ! 

Q 

Did you ever receive this requested trial 


balance? 

i 


4 

A 

No, sir. 

5 

i Q 

Subséquent to your May 6 visit to Sloan & CO., 

B 

i 

did you 

again visit the firm? 

7 

I 

A 

Yes. 

8 

| 

Q 

j 

When was that? 

9 

A 

In June. 


Q * When, in June? 

A June 9, I believe. 

Q What did you do at Sloan & Co. during your 
June 9th visit? 

A Not very much. I went up to get the May 
trial, but it was unavailable because his service for 
some reason or other, was unable to produce it. 

Q During this June 9th visit, did you hâve any 

conversations with Mr. Sloan? 

Strike that. 

During this June 9th visit, did you request 
of Mr. Sloan a trial balance? 

A Yes. 

q Did Mr. Sloan produce a trial balance to you 

at that time, for the end of May? 

A No, sir. 
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Q Did you ever receive a trial balance from Mr. 

Sloan for the end of May? 

A No, sir. 

Q Did you ever receive any financial reports 

of Sloan & Co. for the end of June, 1971? 

A Yes, I did. 

Q What did you receive? 

A I received a trial balance filed by Mr. 

Robert Taylor. 

Q Who is Mr. Taylor? 

A Mr. Sloan's counsel and accountant. 


Qas this report you received, treated as an 


X17Ab filins? 


No, it was not. 

MR. TAYLOR: Objection. 

Can Mr. Kanoff be in a position to make that 


decision? 


JUDGE TRACY: Ask him how it was filed? 

A You didn't ask me 

Q Mr. Kanoff, in the course of your normal 
duties, do you review A17A5 filings? 

A Yes, I do. 

Q I ask that question again, were the 
financial statements received from Mr. Sloan as of the 
end of June, 197i, treated as an X17A5 report? 




% 


25 
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6 !l 


8 

9 ii 

10 

n ii 

12 


13 


; 


14 I' 


15 ! 

16 

17 

18 

19 

20 
21 

22 

23 

24 

25 


H 


A No, Sir. 

MR. TAYLOR: Objection. I hâve to fi:id ont, 
treated by Mr. Kanoff, by the Commisssion, or by 
whomever Mr. — 


JUDGE TRACY: I will allow him to explain it. 
A I would analyze an X17A5 report, if it is 
K iven to me as such to be analyzed. The figures that 
were. submitted by Mr. Taylor were not given to me as a 

X17A5. The dedsion was not mine. 

Q Why wasn't it treated as a X17A5 filinp r ,- 

MR. TAYLOR: Objection, your Honor. The 


witness has testified it would not be his decision to 
make as to whether or not it was an X17A5, and then for 


Mr. Rashes to ask him why it was not, the witness has 
testified it was not his position, and I'm sure it is not. 

JUDGE TRACY: I will allow him to answer, if he 
A I am aware of why it was not, or the decision 


knowî 


i 


was not mine. 

q Could you testify to that, please? 

A Certainly. Pursuant to the instructions and 

court order, Mr. Sloan was requested to hâve certified 
figures submitted to the Commission, and this particular 
report, as of June 31. was in response to that order. 

q How did you treat these figures or this report? 

A As a certified trial balance. 
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MR. RASHES: Excuse me one minute, your Honor. 

I hâve 

MR. TAYLOR: I will wait, then. 

MR. RASHES: Mr. Reporter, would you please 
mark this document, and mark that document as 7B for 


identification. 


(Whereupon, the document above- 
referred to was marked Division' 
Ex. No. 7B, for identification 
as of this date.) 


BY MR. RASHES: 


Q I p,ive you Division's Exhibit — • 

A If I may back up a moment, Mr. Ra3hes, in the 

form of this particular report, I would normally go into 

a description of public and non-public. 

Has this been a certified filing pursuant to 
Rule 17A5, there would be a public and non-public portion. 

As this was not considered a 17A5 filing, the 

entire report is non-public. 

Q I see. j 

I show you Division's Exhibit — 

MR. TAYLOR: This is a public proceeding. Is 

that admissible, then? 

JUDGE TRACY: 7 can admit it, certalnly. 

% 

MR. RASHES: Your Honor, ail investigative files 


l 
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Thls 1, golnr to be - the thrust of thls la r.olnr. to 

be his analysis upon thls. 

MR. TAYLOR: Will the rest of that non-public 

file be made available for inspection, since he has opened 
it by introducinp; a oart of it, for my examination, sir? 

MR. RASHES: The whole document is poinp; to 

I 

be introduced. 

JUDGE TRACY: Whatever is introduced will 

become public, upon introduction into the record. 

MR. TAYLOR: My question, sir, is that, if this 

is now openine u P a non-public file, and not knowinc what j 
else may be in there, if the Commission has been j 

sélective in only producinp; part of that non-public file, I 
would like the opportunity to examine the entire file; to 
see if there are other matters that should be placed 
in evidence here. 

MR. RASHES: I would like to know what other 
non-public file 

MR. TAYLOR: I haven’t the sliphtest idca. 

The witness has quallfled these two documents as beln E ln ! 
a non-public file. I hâve no ldea vfhat lt la. I am j 

juat asklng that, lf there la such a rlle, since Mr. 

Raahes has Introduced what apparently may be a portion 
of lt, I am aaklng the Court for authorlty to examine the 
entire file, to aee lf there are other matters that may 
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necessary to introduce here. 

MR. RASHES: Your Honor, this is a document 
that has been filed with the Commission by Mr. Sloan, 
or by Mr. Taylor, for Mr. Sloan. 

It is treated in a confidential manner. We are 
not opening up any private or confidential files at this 
time. We are merely putting in this to show what 
figures were supplied to us as of a certain date, and what 

was done with those figures. 

JUDGE TRACY : As I understand it, these were j 

I 

figures that you submitted on bahalf of Sloan 4 Co., at 

t 

i 

the order of the Court. Why — j 

MR. TAYLOR: That was not even in evidence, yetJ 


your Honor. 


JUDGE TRACY: Isn’t that right? Didn’t he 


hâve to submit these? 

MR. RASHES: I believe Mr. Kanoff answered 
that, when we got to the point of why it was not treated 
as a 17A5 report. 

MR. TAYLOR: He said there was an injunction 

that required an audit to be made. 

JUDGE TRACEY: You filed it in response to 

the Court's order. The Court said you shall file on 
such and such a date certain financial statements. You 
filed them, right? 


* 
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MR. TAYLOR: I will wait until I examine him. 
JUDGE TRACY: Why it would be in a non-public 


1 

4 ii 

file, is 

beyond me. 



MR. TAYLOR: 

I will wait «ntil he gets done. 

s ! 

Il 


JUDGE TRACY: 

In any event, I will admit them 

Il 

6 i! 

in evidence. 

S 

ii 

7 1 


MR. RASHES: 

I offer 7A and 7B in evidence. 

i 

8 1 


JUDGE TRACY: 

Any objections? 

1 

9 


MR. RASHES: 

Excuse me. In the discussion 

,0 I 

we lost 

track of something. 

tl 

11 ! 

j 

Q 

What is Division 7B for identification, Mr. 

; 

7 | 

Kanoff? 


! 

R 

» Il 

1: 

A 

It's a cover 

sheet, notarized affirmation, an 


U | 

15 

16 | 
17 

18 | 

I 

19 I 

20 
2 ! 

22 

23 

24 


accountant’s certificate, and answers to financial 
questionnaire, whlch ls. In effeot, a balance sheet of 

the firm, as at June 30. 

MR. RASHES: Your Honor, I offer both 7A and 7B 

into evidence. 

JUDGE TRACY: Any objection? 

MR. TAYLOR: No objection. 

JUDGE TRACY : Exblbit 7 A and 7B are recelved. 

(Whereupon, the document above- 
referred to was marked Division' 
Ex. 7A & 7B and recelved in 
evidence, at this date.) 


25 
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MR. PASSES: Please mark this Division's 7C 
for identification. 

(Whereupon, the document above- 
referred to was marked Division'! 
Exhibit No. 7C, for identifica¬ 
tion, as of this date.) 

BY MR. RASHES: 

Q Mr. Kanoff, on receipt of Division's Exhibit 

7 A and 7B, did you préparé a capital analysis? 

A Yes, I did. 

Q What did you make use of in your analysis? 

A The submitted schedules and balance sheet. 

Q Did you use anything else, Mr. Kanoff? 

A No, sir. 

Q You didn't use pink sheets? 

A No. As it was a certified report, we accepted 

the évaluation of the inventory. 

Q What was the resuit of your analysis? 

A A net capital déficit of approximately 


A 

$24,000. 

Q • 

A 

Q 

what it is? 


Is that déficit or what are we talking about — 
Net capital deficiency. 

I show you Division's Exhibit 7C, and ask you 
JUDGE TRACY: What was the amount? 


/ 


i 









s» 
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(Whereupon, document above- 
referred to was marked Division 
Exhibit 8A, for identification, 
asof this date.) 


MR. RASHES: 


(Whereupon, the document above 
referred to was marked Division'a 
Exhibit 8B, for identification 
as of this date.) 

MR. RASHES: 8C, another group of documents. 

(Whereupon, the document above- 
referred to was marked Division'£ 
Exhibit 8C for identification. 


as of this date.) 


MR. RASHES: 


(Whereupon, the documents above- 
referred to was marked Division'! 
Exhibit 8D, for identification, 
as of this date.) 


BY MR. RASHES: 

Q Mr. Kanoff, I show you Division's Exhibit SA 

and ask you what is it? 

A This is a photocopy of a trial balance of the 
firm as at July 31. 


4 
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1 i 

Q 

Dld you recelve lt, Mr. Kanoff? 

• 

<) 

j 

A 

Yes, I recelved thls from Mr. Taylor. 


•» 

• » 

Q 

I show you 8 B, and I ask you, what that ls? 


« 1 

1 

1 

A 

Thls ls a sériés of copies of confirmations 


5 

1 

‘l 

, H 

that constitute fall to deliver of the firm, as at 


1 6 

July 31. 

i 

7 ;! 

'i 

Q 

I show you 8 C and ask you what that ls? 


« ! 

■i 

; 

A 

These are copies of the confirmations that 


1 

make up the fall to recelve. 


“i 

>> ; 

t 

Q 

; 

I show you Division's Exhiblt 8 D, and ask 


you, what 

ls that? 

12 

A 

Schedule of the inventory as at July 31. 

• 

13 || 


MR. RASHES: I offer Exhiblt 8a through 8 D 

14 ! 

lnto evidence. 


15 * 

i 


MR. TAYLOR: No objection, your Honor. 


! 16 

• 

JUDQE TRACY: Division's Exhibits 8 A tnrough 8 d 


17 

wlll be recelved in evidence. 


18 


(Whereupon, document previously 


19 ' 

I 


rnarked Division's Ex. 8 A - 8 D 


20 


were recelved in evidence, as 

J 

21 


of this date.) 

| 

22 


MR. RASHES: Could you please mark this 


23 

schedule 

Division's Exhiblt 8 E for Identification and 


24 

thls schedule Division's Exhiblt P. 

• 

25 
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(Whereupon, documents previously 
marked Division's Ex. 8E & 8F 
were received in evidence, as 
of this date. ) 


BY MR. RASHES: 


Q Mr. Kanoff, when you received these documents, 
Division’s Exhibit 8 a through 8 d, did you receive any 
other documents or papers from Mr. Taylor? 

A Well, there was a cover letter, I believe, and 
I believe a computation, capital computation tbat he had 


made. 


Q And did you examine Mr. Taylor's capital 


computation. 

A Certainly. 

Q Was it a complété capital computation? 

A No, sir, it was not. 

Q Why was it incomplète? 

A It was incomplète as to the failure to 

receive being charged off in the computation. 

Q Do you know the deficienct that Mr. Taylor 
had in this computation, offhand? 


I show you Division's Exhibit 8E and ask you to 


identify it. 


This a computation and schedule of failure 






of the tapes involved. 


1 j to deliver, and a photocopy 

2 1 MR . rasheS: I offer Division's Exhibit 8 E into 

j 1 

i. 

evidence. 

4 MR. TAYLOR: Just, may I ask the witness,, your 


Honor. 


1; 


VOIR DIRE 

7 i ! 

il 

BY MR. TAYLOR: 

h 

8 

I| 

Q 

When you said there was, about the failure 

9 ;i 

to receive, what was you comment, there was what? 

i° ; 

A 

The computations, as I recall. was not complété | 

u ! 

| 

Q 

Shows a blank like? 

12 j! 

| 

A 

Yes. 

1 

13 

• 

Q 

Is that your suggestion? 

• 

14 ! 

A 

Yes, and the fact, I believe you and I 

15 ! 

had some 

conversation as to that, and you indicatea 

16 

that you 

hadn’t included the failure to receives. 

17 

Q Is 

there a footnote underneath these? 

18 j 

■ 

A 

Yes. 

19 

Q 

Would you Just read it? 

20 

A 

I'il quote from it. 

21 


No réduction is reflected for failure to j 

22 

deliver 

in long position. No réduction is reflected for 

23 

failure 

to receive in long position. 

24 

Q 

I see. 

25 


Is that a reauirement or is that an option 
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available to the broker in submitting its computation. 


Mr. Kanoff. 


an option. 


I frankly don't know. I would assume it's 


And the line is left blank? 

The computation, as submitted, is redone in 


the office, anyway 


MR. TAYLOR: No objection. 

JUDGE TRACY: Division's Exhibit 8E will 


be received in evidence. 


(Document above-referred to marked 
Division's Exhibit 8E and 
received in evidence, as of this 
date. ) 

DIRECT EXAMINATION 
BY MR. RASHES: 

Q I show you Division's Exhibit 8F and I 

ask you what it is? 

A This is my analysis of the submitted trial, 

and the réévaluation, of the trading, and a breakdown 
of the failure to receive, where there is a long firm 
position, and a computation of the failure penalties. 

Q Mr. Kanoff, what did you base this analysis on? 
A The submitted documents and the pink sheets 

for pricing purposes. 


! 
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5 

6 ji 

7 !• 


r, 


8 

9 

10 

11 


12 :! 

•i 

13 ï 


14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 
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Q When you say the submitted documents, you 

are talking about 8 a through 8D; is that correct? 

A Yes. 

Q What was the resuit of your analysis? 

A A total deficiency of approxlmately $70,000. 

MR. RASHES: I offer 8F lnto evldence. 

| 

JUDGE TRACY: Division Exhibit 8F wlll be 

; 

! 

recelved in evidence. 

(Whereupon, document above- 

referred to was marked Division'^ 

! 

• i 

Ex. 8F and recelved in evidence ! 

i 

as of this date. ) 

I 

BY MR. RASHES: 

Q Now, Mr, Kanoff, subséquent to your receiving 

the July 31 trial balance, and doing your analysis, 
did you ever again visit the firm of Sloan & Co.? 

A Yes, I did. 

q When was that?, 

A On the lOth of August. 

Q Why did you visit Sloan & Co. on the 10th of 

♦ 

August? 

A I wanted to see the books and détermine if 

the firm was still doing business. 

Q Did you examine the books on the lOth of August? 


25 


A 


No, I didn't. 
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8 ■ 


i 


10 

11 

12 

13 

U 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 


120 

Q Why not? 

A Mr. Sloan indicated to me that Mr. Taylor had 
possession of the books. 

Q On your August lOth vlsit, were you able to 
détermine whether Sloan & Co. was doing business? 

A Yes, I was. 

Q How dld you détermine this, sir? 

A There were confirmations about, securlties, 

agaln, ln view. 

Q Do you hâve any ldea what months these 

confirmations were for? 

A Not offhand at the moment, no. 

Q What was the general cor ditlon of the 

offices of Sloan & Co.? 

A Mildly chaotlc, I would thlnk. There 

were certificates on the floor, even. 

MR. TAYLOR: Can the wltness explain that, ln 
view of the conditions we are faced wlth? 

THE WITNESS: Extremely untldy. Securlties 
on the floor. 

MR. TAYLOR: What rule does that violate? So 
we know what you are driving to, your Honor. 

THE WITNESS: I don't know that we hâve a 

rule about cleanllness. 


25 


MR. TAYLOR: There ls no rule on cleanllness 
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1 

2 
3 
i 

5 II 

i 

6 !• 

| 

7 ! 

8 
9 

10 

U 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 
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A Not ln the Securities Act. 

MR. TAYLOR: No rule, then, your Honor. 

Thank you, sir. 

MR. RASHES: That goes to the public Interest, 

I assume. 

BY MR. RASHES: 

Q Dld you vlsit the offices of Sloan & Co. 

subséquent to August 10? 

A Yes, I dld. 
q Wh’n was that? 

A On the 12th of August. 

Q Why dld you vlsit on the 12th of August? 

A I had hopes of seeing the books back from Mr. 

Taylor’s office. 

Q Dld you see the books on the 12th of August? 

A Yes, I dld. 

Q What was 

Strike that. 

Dld you inspect the books on the 12th of 


August? 

A 

Q 

A 

Q 


Yes». 

What was the résulta of that? 

I dld examine the books. 

What was the resuit of that examination? 
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2 il 

3 !i 

II 

I 

4 ! 

5 

6 II 


10 | 

ii i 


12 

13 

14 

15 
18 
17 


18 

19 

20 
21 
22 

23 

24 

25 


A I noted the general ledger was only posted 

through the Juiy month, July 31» *nd I mentioned this 
to Mr. Sloan, and he said, that well, that's true enough, 
but he had made notes what had transplred between March 
31 and August 12, and I also noted that there were 
a number of trades that had not yet been conflrmed for 
the month of August. 

q On _ based on your observation, was Mr. 

Sloan doing business, or was the firm of Sloan & Co. doing 
business on August 12? 

A Yes, sir. 

Q What evidence did you find that ifc was doing 

business? 

A The téléphoné activity again, and tickets that 

he was preparing for his service would indicate he had 
done some business. 

Q Did you request a trial balance for the end 

of the month, then? 

A Yes. 

Q 1971? 

A Yes. 

Q Did you ever receive it, sir? 

A Yes, sir. 

JUDDE TRACY: In the interest of chronology 

here, Mr. Kanoff, did you visit the Sloan & Co. offices 
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BY MR. RASHES: 


q Mr. i'anoff, I show you Division 1 s Exhibit 


9A for identification, and I ask you what it is? 


This is a photocopy of the trial balance 


that Mr. Sloan submitted to me as at August 31. 


I show you Division's Exhibit 9B, and ask you 


what it is? 


This is a scbedule of the inventory as supplied 


to me for the same date. 


I show you Divfeion’s Exhibit 9C, and ask you 


what it is? 


A schedule of the failure to deliver. 


I ohow you Division’s Exhibit 9D, and ask 


you what it is? 


Schedule of the failure to receive. 


These are abl as of the end of August? 


Ail as of 8/31/71- 


Ail given to you by Mr. Sloan, or someone 


representxng him? 


Yes. 


MR. RASHES: I offer Division's Exhibits 


9A, B. C and D into évidence. 


MR. TAYLOR: No objection, 


(Whereupon, the documents 


previously marked Division's 


C 
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Ex. 9A - 9D, were received in 


evidence, as of this date.) 


BY MR. RASHES: 


Q Upom receipt of these documents, ÇA through 


9D, did you make a capital computati9n and an analysis? 


Q What did you use in making your analysis? 


These four exhibits and the pink sheets for 


the prices purposes 


Q What were the results of your computation? 


A total deficiency of approximately $16,000, 


MR. RASHES: Mr. Reporter, would you please 


mark this 3-page document as Division's Exhibit 9E for 


identification. 


(Whereupon, documents above- 


referred to were marked Divisionjs 


Exhibit 9E, for identification 


as of this date.) 


BY MR. RASHES: 


Q Mr. Kanoff, I show you Division's Exhibit 9E 


and I ask you, what is it? 


This is my analysis of the trial balance, a 


rewriting of the inventory with fresh prlcing on it, and 


that runs into the third page. 


And the basls of this again was 9A through 9D? 


il 
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9A through 9D, and the pink sheets. 

MR. RASHES: I offer 9E into evidence. 

MR. TAYLOR: No objection. 

JUDGE TRACY : Division's Exhibit 9E will be 


received in evidence. 


(Whereupon, document previously 
marked Division's Ex. 9E « 
were received in evidence, as 
of this date.) 


BY MR. RASHES: 


Q Mr. Kanoff, did you request a trial balance 
and supporting schedules frora the firm of Sloan 4 Co. 
for the end of September, 1971? 

A Yes, I did. 

Q Did you receive the trial balance and 

supportirg schedui.es for the end of September, 1971? 

A Yes, I did. 

MR. RASHES: Mr. Reporter, would you please 
mark this exhibit as Division's Exhibit 10A for identi¬ 


fication? 


(Whereupon, document above- 
referred to was marked Division' 1 
Exhibit No. 10A for identifi¬ 
cation, as of this date.) 


V 
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BY MR. RASHF.S 


0 Mr. Kanoff, I show you Division's Exhlbit 

10A for identification, and I ask you what it is? 

A Trial balance f Septeraber 30, as supplied 

to me by Mr. Sloan. 

q I show you Division's Exhlbit 10B and ask you 

what that is? 

A This is the trading inventory as of the same 


date 


q I show you Division's Exhlbit 10C and I ask 


you what that is? 


A Schedule of the failure to deliver for 


September 30. 


Q I show you Division's Exhlbit 10P for 

identification, and ask you what that is? 


A Failure to receive schedule, as of the 3ame 

date. 

MR. RASHES: Your honor, Icffer Exhibits 

— v 

« 

10A through 10D into évidence. 

MR. TAYLOR: No objection. 

JUDGE TRACY: Division’s Exhibits 10A through 

will be received in evidence. 

(Whereupon, documents previously 

marked Division Ex. 10A through ]0D 

were received in evidence, as of 

• this date.) 
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BY MR. RASHES: 


Q Upon receipt of Division's Exhibit 10A, 10B, 

S 

10C and 10D, did you préparé a capital analysis of the 


trial balance? 


analysis? 


Yes, sir. 

What did you make use of in doing your 


10A through D and the pink sheets. 

What were the résulta of your analysis? 
Approximately — total deficiency of 


approximately $24,000. 


Q I show you Division's Exhibit 10E and I ask 

you what it is? 

A Thii is my analysis. 

Q What is 10E based upon? 

A 10A through 10D, and the — 

Q The pink sheets? 

A No. I see not even the pink sheets, if I 
may correct my earlier statement. I accepted Mr. Sloan's 


évaluations. 


MR. RASHES: Your Honor, I offer Division's 


Exhibit 10E into evidence. 


MR. TAYLOR: No objections. 

JUDQE TRACY: Division's Exhibit No. 10E will 


be received in evidence. 


* 
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(Whereupon, document previously 
marked Division's Ex. No. 10E 
was received In evidence, as 
of this date.) 

BY MR. RASHES: 

Q Mr. Kanoff, subséquent to the trial balance 
and schedules of analysis of September 30, 1971, 
dld you request a trial balance and supporting schedules? 

A Yes, I dld. 

Q As of what date dld you request them? 

A . As of October 8. 

j 

MR. RASHES: Mr. Reporter, would you please 
mark the following exhiblts? 

Thls ls 11A. 

(Whereupon, the document above- 
referred to was marked Division's 
exhibit 11A, for Identification 
as of thls date.) 

MR. RASHES: Thls double sheet ls 11B. | 

(Whereupon, the document above- 
referred to was marked Division's 


Q 


Exhibit 11B, for Identification, 
as of thls date.) 

MR. RASHES: This sheet ls to be marked 11C 


25 


for identification. 






(Whereupon, the document above- 
referred to was marked Division's 
Exhibit No. 11C, for identifica¬ 
tion, as of this date.) 


MR. RASHES: This sheet is 11D. 


(Whereupon the document above- 
referreo to was marked Division' 
Exhibit No. 11D for identifi¬ 
cation. ) 


MR. RASHES: This sheet is 11E. 


(Whereupon, the document above- 

» 

referred to was marked Division’^ 
Exhibit 11E for identification 
as of this date.) 


MR. RASHES: Thank you. 

BY MR. RASHES: 

q Mr. Kanoff, I show you Division's Exhibit HA, « 

and I ask you, what is it? 

A This is a trial balance of the Sloan firm 

as at October 8th, that's supplied by Mr. Sloan. 

q I show you Division’s Exhibit 11B and I ask 

you what that is? 

A That is a schedule of the trading position 

as at October 8. 

q I show you Division's Exhibit 11C, and 1 ask 
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you what that is. 


A A schedule of the failure to deliver as at 

October 8th. 

Q Supplied by Mr. Sloan of Sloan & Co.? 

A Absolutely. 

Q I show you Division's Exhibit 11D, and ask 

you what that is. 

A A schedule of the failure to receive as at 

October 8, as supplied by Mr. Sloan. 

Q Thank you, Mr. Kanoff. 

MR. RASHES: Your Honor, I offer 11A, 11B, 1 j.C 

and 11D into evidence. 

MR. TAYLOR: No objection. 

JUDGE TRACY: Division's Exhibits 11A throuRh 

HD will be received in evidence. 

(Whereupon, documents previously 

marked Division's Ex. 11A - 11D 
were received in evidence, as 


of this date.) 


BY MR. RASHES: 


q- - Upofi receiving the . Exhibit 11A throu^h 11D, 
did you préparé a capital analysis? 

A Yes, I did. 

q What did you use to préparé the capital snalysi 
A The trial balance and supportlnp schedules, in 


N 






2 
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11A throuph HD 


Q Mr 


Kanoff; what were the results of your 


analysis? 

A A total deficiency of approximately $8,300, 


Q Mr 


Kanoff, '' s'iow you Division's Exhibit 11E 


and ask you what that isi 

A That is the analysis of the October 8th 

trial. 

q What was this analysis based upon? 

A May I see it again? 

On the submitted schedules, only. I 

accepted Mr. Sloan's évaluation. 
q Thank you. 

MR. RÀSHES: I move to admit Division's 

Exhibit 11E, your Honor. 

MR. TAYLOR: No objection. 


JUDGE 


TRACY: Division's Exhibit 11E wi‘11 


be received in evidence. 

(Whereupon, documents previously 
snarked Division's Ex. 11E 
was received in evidence, as of 
this date.) 

BY MR. RASHES: 

9 kt. Kanoff, you teatlflad that you requeated 
a trial balanoe for th. and of Saptamb.r, 1971; 1» that 
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correct? 

A That is right. 

Q And you received it and analyzed it. 

A Yes, sir. 

q Why, then, did you request a trial balance 

as at October 8, from Sloan & Co.? 

A Well, it had corne to the attenticn of my 

office that Mr. Sloan, pursuant to some sort of an 
agreement with another broker-dealer, had deposited certain 
securities with that broker-dealer, and I wanted to be 
sure that it didn't impair his capital any further. 

So, I asked for fresh figures. 


Who was that broker-dealer? 

» 

The New York Stock Exchange Member Firm by the 


name of Love & Co. 

MR. RASHES: Mr. Reporter, would you please 


mark this letter as 


Division' s Exhibit 12. 

(Whereupon, the documents above- 
referred to were marked Division 
Exhibit No. 12, for identifica¬ 
tion, as of IhLs date.) 


's 


BY MR. RASHES: 

q Mr. Kanoff, I show you what has been marked 
as Division's Exhibit 12, for identification and I ask 
you what is it? 
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A This is a letter from the Love firm, signed 
by one of their vice presidents and it is a l.lst of 
securities received from Mr. Sloan on various dates. 

MR. TAYLOR: Your Honor, before we go further 
with th 4 s, I see, now, that we are at the point where I 
must bring to the Court's attention that there are matters 
pending in this regard. There is an arbltration proceedlng 

certain records that I hâve asked for under the subpoina thàt 

! 

I asked to be directed by this Court art now involved, and 
I would ask that while this is a public proceedlng, that 
this part of the record be under Rule 25, be treated as 
confidential material, in view of the fact that we 
would not want to préjudice ourselves in matters, pending. 

And we would ask that at least this part of 
the transcript, including ail of the Exhibits be sealed and 
only be released under certain conditions as prescribed 
under Rule 25. 

MR. RASHES: Rule 25 seems to specify that 
request for confidential treatment should be made in 
writin^ prior to the time of the hearing. 

JUDGE TRACY: Rule 25 has nothing to do with 

this proceedlng. 

MR. TAYLOR: Sir, I had made a request for a 
subpoena to obtain documents. At that time, and I believe 
at the beginning of this proceedlng, we had taiked about 


i 
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dependlng upon the views taken by the Commission staff, 
that there was going to be a matter of tlme when my sub- 
poena as well as this matter would hâve to be facad. 

JUDGE TRACY: As I toid you at the outset, 

Mr. Taylor, I am wllllng to issue the subpoena, and I wlll 
even go further, now. 

I wlll instruct the staff of the Division to 
obtain the information from tae New York Stock Exchange, 

in order to expedite matters. 

MR. TAYLOR: Your Honor, isn't it also factuall^ 

so that the Commission may hâve certain files of informatioj» 

that are not available to me, and in the interest of 

protecting my client in the matter of arbitration, 

that the request that this record, this part of it be 

kept closed, ls not an untoward requent. I hâve no 

idoa what’s going to be introduced on this matter at ail, 

your Honor. 

MR. RASHES: We are not going into the merits 

or demerits of the arbitration or subséquent court 

case that Mr. Sloan i3 involved in. 

We are bringing this out for one or two 

limited points. I think we should bring out 

limited points. 

MR. Taylor: May I hâve an explanation of these 
points between the attorneys and the judge, so we can 
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MR. TAYLOR: Before he answersthat, weren't 


we going to ask him wgat was the conversation that lead 


to the wording of that letter? Qualify it as being 


admissible because of some of that language in there. 


JUDGE TRACY: Well, I don't know. 


MR. TAYLOR: I don't want to lnterrupt 


JUDGE TRACY: Off the record. 


(Discussion off the record.) 


JUDGE TRACY: On the record, 


BY MR. RASHES 


Mr. Kanoff, I want to read you the letter. 


"Dear Mr. Kanoff: 


jiA s per our téléphoné conversation, please 


flnd attached llst of securltles that Sam Sloan sold. 


Please feel free to contact me at any tlme lf I can be 


of any llrther assistance." 


Mr. Kanoff, the letter says sold. What ellclted 


thls response from Mr. Ralnierl, the sl*natorj, 


A The request «as made to Mr. Steve Mous B rls, 


also an office,- cf the flrm. I asked for a Ust of 


the seculities that Mr. Sloan deposlted «lth the flrm of 


Love. 


Thls letter from Mr. Rainieri is in response 


to tha question I put to Mr. Mousgris. 


MR. TAYLOR: Te question was what securities 
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Mr. Sloan deposited 


Yes. 


the answer 


évidence. 


MR. TAYLOR: That was the answer. This is 


MR. RASHES: Your Honor, I offer this in 


MR. TAYLOR: Before we mark it, your Honor, 

I would like to offer an objection to it as not being 
responsive to that question. It doesn't say it was 
deposited. It said these are securities that wre sold. 

JUDGE TRACY: Can you explain? 

1 

THE WITNESS: Well, the situation as I under- 
stood it, when the request was made, was that Mr. Sloan 
deposited certain securities with the firm. Obviously, 
from the t<me of this letter. It wae after these securities 

were deposited, they were sold. 

MR. RASHES: To clarify perhaps the top 

caption of the second page of the letter, says, Securities 

received in from Sam Sloan on the following dates." 

MR. TAYLOR" May we offer the second two 

pages and ellminate the letter? 

MR. RASHES: I hâve no objection to that. 

MR. TAYLOR: That’s in response to his Inquiry 
JUDQE TRACY: Elimlnate the letter because 
somebody else can testify to what they meant. 


i 
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MR. RASHES: I hâve no objections. 

MR. TAYLOR: May we then strike from the 
record ail of the matters pertaining to that first part 
of the exhibit? 

MR. RASHES: I don't follow that. 

MR. TAYLOR: A?1 of the language of the reading 

the so — 

MR. RASHES: Just pertaining to the first page? 
, JUDGE TRACY: Yes. Strike that. The first 
page, you want to remove the first page? 

MR. TAYLOR: Yes. 

JUDGE TRACY: Then ask the witness to identify 
the schedules as having been received in response to a 
request. 

MR. RASHES: Would you please remark this as 

Division's 12A, a two-page document. 

(Document previously marked 12 
was remarked Division's Ex. 

No. 12A as of this date.) 

BY MR. RASHES: Mr. Kanoff, I show you what is now marked 
Division's Exhibit 12A, and ask you, what is it? 

A This is a list of securities received by the 

firm of J. S. Love & Company, from Mr. Sloan. 

How did you corne to receive that schedule? 

I requested it. 



A 
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q Who did you request it of? 

0 > 

A Mr. Steve Mousgris, an officer of the firn. 

Q 13 it in your regular course of business, to 

request letters of this type. 

A Yes. 

Q Is it in your regular course of business to 

receive letters of this type? 


MR. RASHKS: Your Honor, I offer Division 


Exhibit 12 j into évidence. 


MR. TAYLOR: No objection. 

JUDGE TRACY: Division's Exhibit 12 will 


be received in evidence. 

(Whereupon, the documents previouîly 
marked Division's Ex. No. 12 
were received in evidence as 
of this date. ) 

Q Upon receiving Division's Exhibit 12, did you 

do anything with it? 

A Yes, I did. 

Q What did you do? 

A I compared the securities — I compared the 

schedule of securities received by the Love fini», to 
the trading schedules that Mr. Sloan had submitted for the 
same periods that the dellveries were made. 
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Q What did you find in your comparison? 

A That in certain instances Mr. Sloan includcd 

sorne securlties that had already been delivered to Love. 
Q Included them on what? 

A On the trading inventory that he submitted 


to me. 

Q Thank you, Mr. Kanoff. 

Excuse me a minute. 

Mr. Kanoff, did you request a trial balance 
and supportinp; schedules from Sloan & Co. for the 
period endinp; November 30? 

A Yes, I did. 

Q Did you receive this trial balance, sir? 

A Yes, I did. 

Q Approxlmately when? 

A Approxlmately*the third week in December. 

Q Thank you. 

MH. RASHES: Mr. REporter, would you please 
mark this as Division*s Exhibit 13A, a two-page schedule. 

/’Whereupon, the document above- 
referred to was marked Division 
Exhibit 13A, for identification 
as of this date. 

MR. RASHES: Would you please mark this as 
Division's Exhibit 13B, a two-pag« schedule. 
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MR. RASHES: Would you please mark this two- 

pape schedule Division's Exhibit 13B 

(Whereupon, the document above - 
( referred to was marked Division' î 

Exhibit No. 13B, for identifica¬ 
tion, as of this date.) 

MR. RASHES: Would you please mark this one 

pape schedule as Division's Exhibit 13C. 

(Whereupon, the document above- 
referred to was marked Division'£ 

Exhibit No. 13C, for identifi- ! 

. 

cation, as of this date.) 

MR. PASHES: Would you please mark this two- 

pape schedule, Divislon's Exhibit 13D. 

(Whereupon, the document above- 
referred to was marked Division' > 
Exhibit No. 13D, for identi¬ 
fication, as of this date.) 

MR. RASHES: Thank you» 

BY MR. RASHES: 

q Mr. Kanoff, I show you Divislon's Exhibit 13A a^d 
ask you, what is it? 

A Trial balance as of November 30» of the f lrm » 
as supplied by Mr. Sloan. 

q I show you Divislon's Exhibit 13B and ask you, ! 
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li 

4 !' 


fi j, 

7 ii 

H 
» 
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io 1 


il l! 


12 !! 

»• 

« 

13 .j 

“ | 

16 f 

17 

18 

19 

20 
21 
22 

23 

24 
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what is it? 

A A schedule of his inventory as of the same 

date, supplied by Mr. Sloan. 

Q I show you Division*s Exhibit 13C, and ask you, 

what is it? 

A A failure to deliver schedule of November 30, 

as supplied by the firm . 

MR. RASHES: Your Honor, I move for the 

admission of Exhibits 13A, 13B and 13C. 

MR. TAYLOR: No objection. 

JUDGE TRACY: Division’s Exhibits 13A through 

13C will be recelved in evidence. 

(Whereupon, documents previously j 
marked Division Ex. 13A - 13C 
were recelved in evidence, as 
of this date.) 

BY MR. RASHES: 

Q upon receipt of Division Exhibit 13A through 
13C, did you analyze the trial balance and préparé a net 
capital computation analysis? 

A Yes. 

Q What did you use in your analysis? 

A The supplied schedules and trial balance. 

Q What was the resuit of your analysis? 

A A deficiency of approximately $9,800. 
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q Is that total deficiency? 

A Total. 

q I show you Division’s Exhibit 13D and 

ask you what ls it? 

A Thls ls my analysis and a reprisinp; of the 

lnventory. 

Q Mr. Kanoff, ls lt falr to say that thls 
was based on Division's Exhibit 13A throuch 13C, the - 

and the plnk sheets? 

A Yes, sir. 

MR. RASHES: I offer Division' s Exhibit 13D 

into évidence, your Honor. 

MR. TAYLOR: No objection. 

JUDGE TRACY: Division's Exhibit 13D will 

be received in evidence. 

(Whereupon, the document previousljy 
marked Division's Exhibit No. 

13D was received in evidence, 
as of thls date.) 

BY MR. RASHES: 

q Mr. Kanoff, did you request a trial balance 
and support lnp, schedules of Dececber 31. 1971. fom the 

firm of Sloan & Co.? 

A Yes, I did. 

Did you receive a trial balance and supportin* 
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Q 
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t 

schedules 

•> 

2 ! 

A 

Yes, I did. 

‘1 1 

Q 

Approximately when? 

4 

A 

Mid-January. 

ft 

i 

i 

MR. RASHES: Mr. Reporter, would you please 

6 

mark the 

1 

followinp; documents? 

1 

; 

1 

1 

! 

! 

Two-pap,e schedule, Division Exhibit 14A. 

8 

1 

j 

(Whereupon, document above- 

9 

1 * 

II 

referred to was marked Division's 


Exhibit 14 b. 


Exhibit 14C. 


Exhibit 14 a, for identification i 
as cf this date . ) 

I 

MR. RASHES: Three-pap;e schedule, Division* s 

| 

I 

(Whereupon, document above- 
referred to was marked Division's 
Exhibit 1*113, for identification, 
as of this date.) 

MR. RASHES: A one-pap;e schedule. Division's 

(Whereupon, the document above- 
referred to was marked Division's 
Exhibit 14C, for identification 
as of this date. ) 

MR. RASHES: A two pa^e schedule, to be marked 


25 


as Division's Exhibit 14D. 
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2 |; 



4 
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(Whereupon the document above- 
referred to was marked Division’s 
Exhibit 14D, for identification, 
as of this date.) 

MR. RASHES: Thank you, Mr. Reporter. 


BY MR. RASHES: 

Q I show you what has been marked as Division’s j 

Exhibit 14A for identification, and I ask you, what is lt? 

A A trial balance of the Sloan firm as at Decem- 


ber 31 , as supplied by the firm. 

Q I show you what has been marked as Division s 

Exhibit 14 b, for identification, and ask you what that is? , 

j 

A A schedule of the firm inventory as at the same j 

date. 

Q I show you Exhibit — what has been marked as 


14C, and ask you, what is that? 

A A schedule of the failure to deliver for 


the year end. 

Q These were rece 

A Yes, they were. 


ived from the firm of Sloan & CoJ 


? 






MR. RASHES: I offer Divlsion’s Exhibit 14A, 
14B and 14C into evidence, your Honor. 

MR. TAYLOR: No objections. 

JUDGE TRACY: Division’s Exhibits 14A through 


25 


14C will be received into evidence. 
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(Whereupon, documents previously 
marked Division Ex. 14A - 14C 
were received in évidence, as of 
this date.) 


BY MR. RASHES: 


Q Upon recelpt of Division's Extibit 14A, 1*»B and ] 4C , 

did you make a net capital computation and analysis of 


the documents? 


analysis? 


Yes, I did. 

What did you rely upon in makine your 

The supplied trial and schedules, and — 

May I look at this to see if I used the pink 


sheets? 


Yes, I used the pink sheets. 
q What were the résulta of your analysis? 

A A total deficiency of approximately $13,500. 

q Mr. Kanoff* I show you what has been marked as 
Division'a Exhlblt HD for Identification, and ask you, uhaj: 1s 


this exhibit? 


position. 


This is my analysis and the refipured tradinr 
Mr. Kanoff, is it correct to assume this was 


based on HA, HB and 14C, and the pink sheets? 


26 


A 


Yes. 
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\ 1 

,1 


MR. RASHES: 

Your Honor, I offer Division's 

2 ii 

•i 

Exh4bit 14D in evidence. 


• ) ; 

ii 


MR. TAYLOR: 

No objection. 

4 ii 

i 


JUDGE TRACY : 

Division's Exhibit 14D will be 

!' 

5 », 

ii 

received 

in evidence.) 

“ 

e 'i 

BY MR. RASHES: 


7 ! 

i 

Q 

Mr. Kanoff, 

did you request a trial balance 

• 

8 ! 

,i 

and supportinp, schedules 

for the period endinr 

8 1 

i 

i 

January 31» 1972? 


io ! 

A 

Yes, sir. 


u j 

Q 

Did you rearf.ve that? 

12 1 

A 

Yes, sir. 


13 


MR. RASHES: 

Mr. Reporter, would you please 

‘14 ! 

! 

mark the 

following documents? Two-pap;e 

15 

| 

document 

, Division Exhibit 15A. 

16 



(Whereupon, the document above- 

17 



referred to was marked Division's 

18 



Exhibit 15A, for identification. 

19 



as of this date. ) 

20 

i 

MR. RASHES: 

Two-pap;e document, Division 

21 

Exhibit 

15B, for identification. 

22 



(Whereupon, the document above- 

23 


. 

referred to was marked Division's 

• 



Exhibit 15B, for identification, 

25 

_ 


as of this c te. ) 


) 
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MR. RASHES: A one-page document. Division' s 


Exhibit 15C for identification. 

(Whereupon, the document above- 

referred to was marked Division's 
Exhibit 15C for identification 
as of this date. ) 

MR. RASHES: A two-page document with adding machine 

tapes attached thereto, as Division Exhibit 15D. 

(Whereupon, the document above- 

i 

referred to was marked Division ' s| 

» 

Exhibit 15D, for identification 


as of this date.) 


BY MR. RASHES: 


Q I show you, Mr. Kanoff, what has been marked 

as Division's Exhibit 15A for identification, and 
ask you, what it is? 

A Trial balance of the Sloan firm, as at January 

31 , ' 72 , a3 supplied by the firm. 

q I show you Division's Exhibit, what has been 

marked as 15B, and ask you what that is? 

A A schedule of the trading position as at the 

end of January. 

q Supplied to you by the firm, sir? 

A Supplied by the firm, yes. 

q I show you what has been marked as Division's 




A- 1*4 



2 !l 


! 

• t 


.S 


6 


7 

8 


10 i| 


11 


12 


13 ï 


14 i; 

I 

15 |! 

li 

16 |! 

17 

18 

19 | 

20 
21 
22 


23 

24 

25 


•• • 
151 

Exhibit 15C, and ask you what that ls? 

A A schedule of the fftilure to deliver as at 
January month-end, as supplled by the Sloan firm. 

MR. RASHES: Your Honor, I offer lnto evidence, 


Division's Exhibit 15A, 15B and 15C. 

MR. TAYLOR: No objections. 

JUDO F. TRAOY : It will be recelvrd ln evidence. 

(Whereupon, docunents prevlously 
marked Division F.x. 15A - 150 
were recelved in evidence, as 
of this date. ) 


I 

! 

I 

j 

I 


| 


BY MR. RASHES: , 

l 

Q Mr. Kanoff, upon recelvinp; Division's Exhiblts . 

15A throuph 15C, did you préparé a capital computation 

! 

analysis? 

A Yes. 

i 

Q What was this capital comDutation analysis base^ 

on. 

A Based on the foreejoinp; schedules and trials 

■ 

and if I might look at this — yes »— and pink sheets, 

i 

also 

j 

Q What was the resuit of your analysis, Mr. 

Kanoff? 

A A total deflclency of about Î700. 

Q Mr. Kanoff, I show you Division's Exhibit 150 
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and I ask you, what ls lt? 

A My analysis of the trial and the reprlslnK of 

the lnventory. 

q Mr. Kanoff, what did you rely on to corne 
up with your analysis? 

A The several exhlblts we Just mentioned and 

the pink sheets. 

MR. RASHES: Your Honor, ï offer Exhlblt 1>D 

I 

i 

lnto evldence. 

MR. TAYLOR: No objection. j 

JUDGE TRACY : Division's Exhlblt 15P will 

be recelved in evldence. 

(Whereupon, documents previously 
marked Division's Ex. No. 15D j 
was recelved in evldence, as of j 
this date.) 

BY MR. RASHES: 

q Mr. Kanoff, after arrivinp, at the resuit of J 
your analysis, did you subseouentl, adjust your computation 
A Yes, I did. 

q why did you adjust your computations? 

A One Item «as carrled as Samuel Sloan Deposlts, jr 

s. H. Sloan deposlts. I had consldered those as a , 

llablllty. After discussion with Mr. Raylor, we a*reed ! 

that those were. In fact, capital contributions, and 
I readjusted the numuers to reflect lt as capital rather 
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than as a liability. 

MR. TAYLOR: I won't lnterrupt the questions, 

but may I Just ask a question? 

Is it that the exhiblts we agreed to and 
stlpulated to and offered no objections into evldence, were 
the ones that contalned certain errors that we, at a later 
date resolved, that should hâve been corrected? 

MR. RASHES: I don't llke the classification 

i 

of them as errors. I thlnk Mr. Kanorf explalned that they | 

• 

were based on what the books and records sald they were 
based upcn, but ln conversation with Mr. Taylor, and Mr. 

Sloan, he readjusted them. 

We are now going to pet to the readjusted 

figures. There will be evldence to tie ln ail the flrures 

to show the adjustments that were made . 

MR. TAYLOR: Will I be correct ln assuming that 

the exhiblts that hâve been offered up through No. 15 

are the uncorrected or unadjusted, if you prefer, schedules 

andc omputatlons of net capital and deficlencles, ls that 

correct? 

MR. RASHES: That is not even entirely 
correct because, baslcally a large part of these 
exhiblts bore no corrections, no adjustments. There were 
adjustments made to July 3L figures, the August 31 figures, 
the December 30 figures, the October 8th figures, the 
November 30 figures, and the December 31 figures, and 
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v, V ls Wlth Mr. Kanoff at thls point. 

I wlll RO lnto what that ls 

MR. TAYLOR: la there seven out of the elrht 

dates ,e looked at are to te correeted? 

mr. RASHES: I wouldn't say seven out 

MR. TAYLOR: These seven dates, you .lust 

. «rror or adjustment of 

reclted, Mr. Rashes, they contaln er 


some klnd. 


THE WITNESS: Mr. Rashes 

0 „ ai . <vl __ we still wlll not,- 

MR. RASHES: We still 


. vnu wlll still see there 1 

when thls evidence cornes in, y 

are still net calitai deflciencles. Thls relates to an U« 
«wch bas heen brought to our attention at a later date, 
through conversations wlth Mr. Sloan and Mr. Taylor, an 

wll l pnoceed and put In the adjustments, and then Mr. 

Taylor wlll hâve full knowledge of a iudgement. H.- ROtt n 

thls chart already. 

MR. TAYLOR: Thls ls matters for summation 

i thls point of the hearing, as to whether or 

doesn't belong at thls poxn 

Wp are looking 

not deflciencles wlll or wlll not exist. 

at the evidence, now. 

JUDOE TRACY : I thlnk I can allow hlm to j 

testlfy as to what adlustments he made upon consultation , 


wlth you. 


„R. TAYLOR: Vieil, I am rather pleased that he. 
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would accept my suggestions as requiring adjustmer.t. 


MR. RASHES: We always bend over backwards 


THE WITNESS: May I relate a conversation 


pertaining to this particular item that I had with Mr. 


Taylor. 


JUDGE TRACEY: Not unless you are asked for it. 


RY MR. RASHES: 


Q Mr. Kanoff, did you hâve a conversation with 


Mr. Taylor, pertaining to this particular capital itern. 


Yes. 


Will you please relate this conversation? 


JUDGE TRACY: What are we talking about? 


MR. RASHES: The adjustments and the reason for. 


JUDGE TRACY: What date? 


BY MR. RASHES: 


Q When was this conversation had? 


JUDGE TRACY: What adjustments? 


MR. RASHES: I am going to get into that 


Adjustments started with the trial balance of January 31. 


August 30, — 


JUDGE TRACY: In other words, there came a 


time when you and Mr. Taylor discussed ail of these capital 


analysis computations that you made? 




\ / 


25 


THE WITNESS: Yes. 
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JUDGE TRACY: Explain that. 

THE WITNESS: Well, there came a time when 

Mr. Taylor and I sat down and we went over 

the varlous figures and Mr. Taylor at that point tndlcated 

that he agreed that there were capital violations, and 

he wasn't golng to qulbble over whether or not lt was one 

number by $ 500 , more or less, or a thouand dollars, j 

more or less, and the chart that he's now holding ls I 

the synopsis of those adjustments. 

JUDGE TRACY: You subsequently made adjustments 

to the schedules of these that you Just testified to? 

THE WITNESS: Yes. That was one of the Items j 

! 

he requested. 

JUDGE TRACY: Did you hâve a corrected schedule? 
MR. RASHES: Yes, your Honor. 


BY MR. RASHES: 

q Mr. Kanoff, you stated that thls was a deposit 

that you had not treated as capital - how had you 

treated lt prlor to discussion wlth Mr. Taylor? 

A In my earliest conversations wlth Mr. Sloan, I 

lt was my understandlng from hlm, Incorrect though lt | 

ml P .ht hâve turned eut to be, that these were moneys 
he had put lnto the fins and expected to net back. 

As, ln that sense, I treated them as a Uablllts 

of the flrm. After the conversation I had wlth Mr. Taylor, 
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we agreed that they were capital deposits by Mr. Sloan, 

and the chart of ad.lustments reflects the $800, 

for the most part althouph there is a different nur.ber 

at different times, giving crédit for those numbers as capital 

rather than liability. 

JUDGE TRACY : Treating them as capital, would 

that reduce the net capital deficiency? 

THE WITNESS: It would reduce the deficiency. 

i 

MR. RASHES: Mr..Reporter, would you please 

mark this staedule as Division's Exhibi f 1 6 . j 

(Whereupon, the documents above- | 

i 

referred to were marked Division'js 
Exhibit 16, for identification j 


as of this date.) 


BY MR. RASHES: 


Q Mr. Kanoff, I show you Division's Exhibit 16 

for identification. As to what date did you commence 
adjusting the capital confirmations of the firm, Samuel 


Sloan & Co. 


A Right back to January of *71, although the 
first time that a change occurred was in July I hâve 71. 
q What was the original figure and what was the 

changed figure, Mr. Kanoff? 

A The initial computation was a deficiency of $70,864 

and some pennies, and I reduced that deficiency to onl. 


V 
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1 

2 

j- 
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1 

5 


7 

,1 

II 

8 i; 
il 

j| 

9 l! 
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11 '! 
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12 j 1 
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$70,064 and some pennies. 

q Were there any other adjustments made in 

subséquent months? 

h In August of *71. and an initial deficienct 
of $.16,583, was redueed to only $15,000. 

Q Any others, Mr. Kanoff? 

A In September, the Initial computation deficiencj 

of $11,529 was redueed to $10,729. 

Q Any others, Mr. Kanoff? j 

A August — excuse me — October 8, the initial 

computation of $3845 deficiency was redueed to a $7545 , 

deficiency. 

October, the initial 

MR. RASHER: We are not going tooffer 
October 29. We are not K olng to offer in thl. chart March 
31, ana when we offer lt, there will be other exclusions 
whlch don't pertaln to evldence that is in the trial at 

this point. 

To try to circumvent any objections, the only 
thing we are offering it to is based on adjustments made 
on capital computations which are in evidence at the 

présent time. 

q Please go ahead. 

A November 30. The initial computation of a 

deficiency of $9810, redueed to $4, 010 deficiency, sir. 
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December 31, '71, a $13,480 .dêficiency was 


reduced to a deficiency of $4557 


Q Dfi you adjust the fleures you received on 

January 31, 1972? 

A I don't think so. 

Q Division's Exhibit 15D? 

A I don't recall. 

Q Would you like to see that exhibit? 

A If I may. 

No, that one was not reduced. That one I took 
the S.H. Sloan deposit account as a capital item. 

0 So the January 31 trial balance and the subséquent f 
analysis was treated after your discussions with Mr. 

Taylor and Mr. Sloan, and you treated that as a capital 


item. 


Yes. 


Q Mr. Kanoff, I show you Division's Exhibit 16, 
for identification, and ask you what is it? 

A This is a chart of 10, 11 months that I had 
trial balances for, eliciting out various the 

various pertinent portions of the analysis, showing 
the original computation and the new computation after 

the changing was made. 

Q What was this chart based upon? 

A The analysis that I made on the trial balances 


1 
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that had tteen submitted. 

Q Was it also based upon the other records you 

had received, trial balances and supporting schedules? 

A Absolutely* 

MR. RASHES: I offer this in évidence, at the 
same tlme, offerlnp: lt, excludinp; the figures as of 3/31/71, 

. I 

adjusted, as of 10/29/71, as as ad.lusted, and the notation j 

! 

on the bottom as to possible trading losses which were 

I 

j 

not gettinr, into here. j 

MR. TAYLOR: Can we remove the bottom notes 

1 

j 

as not helnp: applicable to the exhlblt? 

MR. RASHES: I wlll fold lt over llke that, 

and put a clip on lt. I thlnk the record would be 
spécifie on the bottom of this exhlblt, there are Items 
one throuch 7, sentences deallne with affalrs, as Mr. 

Sloan's capital contribution. And 

MR. TAYLOR: I thinkit's sufficient, your 

Honor, there, they are not in evidence, so they can be 
deleted. 

MR. RASHES: I don't want to rip it up. 

MR. TAYLOR: Tear it off with a ruler. I will 

give you a ruler. 

JUDOE TRACY: Aren't you poing to photostat 

that anyway? 


25 


MR. RASHES: We can do it that way. 
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JUDGE TRACY: Photostat the pertinent parts. 

MR. TAYLOR: No objection, then? 

JUDGE TRACY: Division's Exhibit 16 will be 

received in evidence. 

(Document previously marked 
Division's Exhibit 16, was 
received in evidence, as of 
this date.) 

i 

i 

RY MR. RASH: 

i 

q Mr. Kanoff, earlier in your testimony today, 
you stated that when you went to the firm of Sloan & Co. 
in Aupust, you detected that there were new business 
transactions by Sloan in July, August and September. 

How did you know this? 

A Well, at the times of those visits, there 

were confirmations about, as I mentioned before, runners 
coming in, and téléphoné conversations that I overheard. 

MR. RASHES: Would you please mark this as 

Division's Exhibit 16A for identification. 

(Whereupon, the document above- 
referred to was marked Division 
Exhibit 16A, for identification, 
as of this date. ) 

MR. RASHES: Thank you. 

q Mr. Kanoff, I show you Division's Exhibit 
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! 

16A and ask 

you what is it? 

2 ü 

A 

This is an analysis I made of the trading 

a ; 

i' 

p 

accounts of 

the firm, July month end, August monthend, 

4 !; 
il 

and September month-end. 

5 

| 

1 

Q 

What was that based upon, Mr. Kanoff? What 

6 

ü 

| 

was that analysis grounded on? 

7 i' 

i 

A 

Based on the trading inventory as submitted 

8 

with those 

three trial balances. 

9 

Q 

Based upon anything else, Mr. Kanoff? 

10 

A 

i 

No. 

i 

11 

Q 

■ 

Mr. Kanoff, based upon your schedule, did you 

12 

discover any new business being entered into by Mr. Sloan j 

i 

13 

in the summer months? 

1 

14 

; 

MR. TAYLOR: Objection, your Honor. 

15 


Does that schedule purport to show new business? 

16 

i 

i 

\ 

i 

What precisely was the question? 

17 

! 

MR. RASHED : New trades. 

18 

I 

1 

! 

MR. TAYLOR: I think that's a leading question. 

19 

; 

your Honor 

, objecting to it. 

20 

i 

JUDGE TRACY : I will allow it. 

21 

1 

I 

i 

Overrule the objection. 

22 

A 

Well, in comparing the three months, and the 

23 

positions 

that appeared when submitted to me, it indicated 

24 

to me, anyway, that there were 3 — at least 8 new 


25 


positions taken. 
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When you say at le-ast 8, were there possibly 


more? 


A Yes, possibly more. 

However, with the five day settlement — 
wlth the five day settlement, I gave Mr. Sloan the benefit 
the doubt as not taking them as new trades, because it's 
possible he had entered into a transaction prior to the 
month-end, where it would not show on that given month-end. 
And it would appear as possibly a new Dosition, on the 
second month. I discounted those altogether. Only 
whre there was a definite change in position, for 
instances, from a long position to a short position, did 
I consider it as a new trade. 

Or a new position. 

MR. RASH: Excuse me, one second. 

JUDGE TRACY: Off the record. 

(Discussion off the record.) 

JUDGE TRACY: On the record. 

BY MR. RASHES: 

Q Mr. Kanoff, did you consider these new 
positions liquidating positions? 

M,R. TAYLOR: Objection, your Honor. That ’3 
asking for the opinion of the wUness. 


25 


MR. Rashes: I believe the witness has 
been qualified as an expert at least in security transactions, 
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and securities deallnps. 

JUDGE TRACY: Ile hasn't been qualified as 
an expert, but I will overrule the objection. 

(Question read. ) 

A No. 

Q Mr. Kanoff, I notice on your chat you had 

certain thinps written ln the marrln. I would just llke 
an explanatlon. Question marks? What are the question 
marks ? 

A Those Items that I hâve the marklnrs on, are 

those that lt's possible for the trade to hâve been done 


I 

I 

1 

1 

! 

i 

i 

I 


]ust prlor to the month end, and would not hâve been 

! 

reflected ln July, as a lonp or short position. 

I 

Q What are the new, what does the word new stand 

for? 

A Those are the positions I consldered as new 


positions. 

q Q What ls new to J. S. Love? What does that mean 

A That one ln partlcular was a new position 

that was taken and that Item ln partlcular was one 
of the Items that was dellvered over to J. S. Love 4 Go. 

MR. RASHES: Your Honor, I offer Division's 
Exhlbit l6A for identification into evidence. 

MR. TAYLOR: Your Honor, we will pet copies of 

ail of these tomorrow sometime? 


JUDGE TRACY: Of course. 
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Thls is your letter. 


MR. RASHES: Couli I see what the letter 1s? 

MR. TAYLOR: Erhibit 7B, my letter to Samuel 
Sloan, dated July 28, sir. 

MR. RASH: Okay. 

A We hâve examined your books and records as at 

June 30 , '71, and in thls connection,ve attach hereto the 
answers to financial questionnaire, which we hâve 
prepared in accordance wlth the form and requlrements of 

» 

Rule 17A5, and of the Securlties and Exchange Commission. 

Q Would you also — 


That*s definitely the form and requlrements 


of 17A5. 


Q Thank you. 

D Dld you also, in that exhlbit, do you recall 
readlng a letter sent by the SEC, addressed to Robert 
W. Taylor, and Co., in reference to the June 30 information’ 
A Yes, I saw thls. 

Q Would ycu tell me what that — 

A It's a letter of acknowledgement, receipt is 

| 

acknowledged, for report of the financial conditions. 

Q Would you be so kind as to read the first 

ParaGraph, starting with "Dear Sir". 

A "Receipt is acknowledged of report of financial 

condition as at June 30, *71, of the above noted broker- 
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dealer, whieh ls certified by you and flled pursuant to 
Rule 240.17A5 of the general rules and régulations 


under the ^Act. 

Q Now, I -i.sk vou,Mr. Kanoff, is there also notatio 

or space for noua 1 ion on that letter from the Commission, 
to me, for any exceptions taken to the filing of that 
report? 


ns 


A Yes, there is. 

i 

0 Is there anv notation effected as to this 

k . i 

question bot being accepted under the Rule 17A5, none. 

A None whatsoever, according, to this acknowledge-, 


ment. 

Q Do you hâve any knowledge, was there any notice 

given to me or to Mr. Sloan, that this was not acceptable 
for a filing, under X17A5? 

A I hâve no knowledge of that. 

Q Are you familiar with the consent order of the 

preliminary injunctions issued out of the U. S. District 

Court for the Southern District of New York. 

A So what,sir? 

Q One moment. 

MR. TAYLOR: Mr. Rashes, would you stipulate 


this is a true and correct copy. I received it from you? 

MR. RASHES: If you received it from me, I 
assume It's a true and correct copy. I will so stipulate. 
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MR. TAYLOR: Could wehave this marked on behalf 

Sloan, as our number A? 

JUDGE TRACY: Yes. 

Respondent's Exhlbit A. 

(Document above referred to 
marked Respondent's Ex. A 
for Identification, as of this 
date.) 

BY MR. TAYLOR: 

Q Mr. Kanoff, ln your prior tMtimony had you 
atated that the June 30 fleure was under the direction 
of the Court as evldenced by the consent order? 

A I believe I did, yes. 

Q I now hand you Respondent's A, and could you 

tell us where in this order there is any ouestion or any 
notation that the fllingcannot qualify under the rule, 

17A5? 

MR. RASHES: Your Honor, Mr. Kanoff is not an 
attorney, and I belle e this caïls for a leRal conclusion, 

based on a legal paper, so I ob,1ect. 

JUDGE TRACY: Ask whether the order says any- 
thing in there ; don't ask for a legal conclusion. 

A No, it wouldn't say anything in here as far 

as qalifying. 

Q Would you State the basis, please, in your 


of 
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1 

your prior 

testimony, that stated that this did not 

2 ! 

qualify under the rule, 17A5, sir. 

» 

3 i 

j» 

A 

That decision was not mine, Mr. Taylor. 

4 j 

Q 

I show you — I ask you, now, who made 

» 11 
■i 

that decision? 

6 

A A 

I believe it was Mr. Joe Barton. 

* 

7 i 

1 

Q 

What date did he make that decision, please? 

i 

ë i 

i 

A 

I don’t recall that date. 

9 ; 

Q 

Did you know whether it was — do you know 

i 

10 1 

1 

if it was 

in or around the time it was received? 

"i 

A 

I really don't recall. 

il 

12 ' 

1 

13 

Q 

Do you know whether he was still an employée of , 

the Commission at that time. 

1 

i 

14 

A 

It would hâve been prior to his retirement. 

15 

Q 

Do you know if it was done within the year, 

16 

1971? 


17 

! A 

I'm sure it was, but I couldn't givé a date. 

18 

Q 

1 

Did you hâve any conversation with Mr. Barton 

19 

concerning it? 

20 

A 

None that I recall. 

21 

Q 

Then, how do you know that he was the one 

22 

who made 

the decision. 


A 

Because it would hâve been his decision. 

23 



24 

Q 

Are you concluding he did, or are you stating 

25 

for the 

record that he did? 
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A I wlll State for the record that lt ls my 
assumptlon that lt was his decision. 

MR. TAYLOR: Your Honor, I would ask that the 
prior testimony of tüs witness regardinp: this questionnaire 
as filed did not comply under the rule 

THE WITNESS: I didn't testify lt didn't comply. 
I said it wasn't acoçited. 
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MR. TAYLOR: I would ask his testimony on 

i 

the entire point be stricken, in view of the fact he now 
States he merely concludesthat must hâve been the 
decision. 

» | 

MR. RASHES: This is Mr. Kanoff's testimony, your 
Honor. I can't say it should be stricken, because this 
ls the way it was treated by the office. He testified 
as to how it was treated. He analyzed it and this is how 
he treated it based on instructions he received from 
3omeone in the office. 

MR. TAYLOR: He will not icfeitify the person. 

MR. RASHES: He identified Mr. Barton, because 
that was Mr. Barton's function, at the time. Whether 
or not he did make this conclusion, I tihink Mr. Kanoff 
testified he didn't recollect or doesn't know, but 
basically, in the normal course of business, that it 
would be Mr. Barton's decision. 
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MR. TAYLOR: Are we stating the objection to my 
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motion was that the witness doesn't know who gave hlm 
the Instruction to handle th<- naMi-r* !r, i‘ i ii j. 

.’TWjK n '7\,\'" r • T thin’: a nom b a al •*. ineati.»-- ' 

whether thls was ever recelved by the SEC as a 17A5. 

MR. TAYLOR: Thls ls my next line of 
questioning, but I will postpone the motion until I hâve 
completed thls. 

Q Would you take a look at the documents contained 
ln that exhibit, sir? 

I 

A Certainly, sir. 

Q Do you see the stamp, recorded at the top of lt? 

■ I 

A Y e s . 

: 

Q Would you read it for us? 

A July 29, 1971,recelved New York Régional Office 
of the Securities and Exchange Commission, and filed. 

Q As cover for the letter of enclosure we spoke 

about before, over my signature. 

A I believe so, sure. 

Q* Does it cover the llst of securities attached? 

A Yes. 

0. As at the order date? 

A Yes. 

Q Does it cover the computations of the net 

capital and aggregate indebtedness as of that date? 

A Yes, it does. 
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Q In your expérience and in your knowledge, Mr. 

Kanoff, is this the type of stamp that is affixed to a 
filing accepted under the rule, 17A5, in the normal 

course of events. 

A Will you allow me to answer that question, 

fully, sir? 

Q Yes, sir. 

A It is the normal procedure when this form 

cornes in, this is the prescrlbed 17A5 form, as I indicated 
earlier. 

This goes to a clerk, who will automatically 
stamp it in, then before anybody in any authority sees it, 
the acknowledgement letter is sent and the items are 
already stamped. 

By the time it gut to my desk, the decision 
had already been made that this was not to be accepted 
as a 17A5 filing, but merely as the audited report 

pursuant to the Court order. 

JUDGE TRACY : May I see it? 

THE WITNESS: Hundreds of these things corne 
ln the mail every day. The clerk opens the envelope, 
stamps it. 

JUDGE TRACY? But the question that interests 
me, also, is why wasn’t this accepted as a 17A5, regardless 
wnether the court ordered it to be filed or not. 


Of 


25 
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8 î; 

H 

9 i; 

10 j| 



i\ - 3ô 5 

THE WITNESS: That was not my decision. 

don't know why. 

JUDGE TRACY: Does it comply with the 17A5 

requirements? You Just testified 
A Yes, it would hâve complied. 

MR. RASHES: Mr. Tracy, if I may be heard, I 

believe Mr. Sloan filed it, a 17A5 report for 1971, j 

already, and he couldn’t file two for 1971. He had , 

filed a 17A5 report for 1971. as we hâve potten testimony | 
from the — this morninp on cross of Mr. Bruder, with ; 

the accountant in New Jersey, I forpet his name, Mr. Taylor, 
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17 

18 




as of January 28, that lt was filed sometime ln Marsh 
for 1971* 

It was filed in March for 1971. He cannot 

file two 17A5's for the year, 1971. 

JUDGE TRACY: Why not? 

MR. RASHES: This is also pursuant to an 

injunction. 

That is the main reason it was not treated 

as a 17A5. 

Was in line and in lip.ht of Pape 3, it is 
further ordered under the clause - lt ls further ordered 
A, b and C, and that’s the way lt was filed with the 
office, and that's the way lt was treated with the office. 

MR. TAYLOR: Your llonor, there’s nothlnK ln this 
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J 



Q Hâve you asked that of Mr. Iny? 

A We asked that of Mr. Iny. 

0 Did you a3k him that? 

A I believe I was présent when that question was 


asked. 

Q What was his response? 

A His response was that he had never advanced 
monies for a partnershlp, 

He had a total of approximately $100,000 
with the Sloan firm, in both cash and securities. 

Q Did you question him directly as to whether 
the purchase of the Kaiser Steel was utilized or paid 
from the $58,175 of crédit balance? 

A I don't believe that I asked him that question, 


no. 


Q If that be correct, and if subséquent testimony 
will prove it to be correct, Mr. Kanoff, would you then 
say that the February 26th schedule E would be In e rror 
in the form of its computation, then? 

A It would be in error in that Mr. Sloan would 
be gettlng sonie 60 odd thousand dollars additional 
capital that he would not hâve been entltled to on this 
computation. 

Q Is that correct? Are you sure o.f that? 








A Yes, beoau 3 e I would hâve taken the stock awiy 
fom hi3 trading account. 

Q Would you also not hâve to take the proceeds 
of $ 58,000 and apply lt to a purchase by a customer of 
those securitles? 

A No. That would be a customer crédit balance 

then, as an AI liability. 

If the proceeds are to be used for paymert 
of those securitles and if the securitles are removed 
from the trading position -- and reflected as a customer 
account? 

A The other side of that coin, the customer 
records -- 

Q . May I just finish? 

A Yes. 

Q Dlrectlng your attention to this one question, 

if the Kaiser Steel is a purchase by a customer, in the 

amount of a débit of 64,000,and the customer has advaneed 

« 

funds of $58,175, for hls account, are you suggesting 
that the two accounts should thBn be viewed separately for 
purposes of computation of the ratio and aggregatc 
indebtedness? 

A What Z I would suggest — 

q You can answer that yes or no, Mr. Kanoff. 

You may say ye3 or no to that question, please 


9 
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A You don't auggest a yes or no. You suggest 


a procedure. 


q I will ask the question again, if I may. 


then. 


A Certainly. 

q If the Kaiser Steel of $64,000 is a purchase 
by Mr. Iny as a customer, and he has paid in to the firm 
the sun of $ 58 , 175 , as a customer, ard if the proceeds 
are to be used in his account, I ask you — 

A Deposited, not the proceeds. 
q Deposit of $58,175, would those two items 
not appear in the customer account of that individual.- 

A They should show in that customer*s account. 

Q And they would under the circumstances I 

described then, is that correct? 

A If it were customer purchase, yes. 

q If that be 30 , would you not then in your 
February 26th computation make a sériés of corrections, 
example, delete $64,000 from the long position? 

A Rlght. 

q œiete $ 58,175 from Habilitas and aggregate 


indebtednes3? 


Yes, except for one possible situation. 
Thank you. 

Would it then necessitate -- 




A ■ à o 9 


MR. RASHES: Your Honor, he was in the middle 
of an answer. 

JUDGE TRACY: I am going to let Mr. Taylor 
finish, but I am about to eut him off on this line of 
questioning. 

MR. TAYLOR: It is very signifleant. 

JUDGE 'TRACY: It has no relevancy. 

If the dog hadn’t 3 topped him he would hâve 

caught the rabblt. 

This line of questioning that you are asking 
him, he bases his testimony on information he got from 
the firm. 

He got $58,000 ca3h advance, and there were 
certain securitie3 supposedly bought by some inve3tor. 

If the 58,000 belonged to the investor 
instead of the firm, then naturally the calculation would 
be different. 

That doesn't mean that Mr. Kanoff made a 
wrong -- you are talklng about errors in his calculation. 

That is not an error. Naturally the calcula¬ 
tion would be changed if you changed the facts. 

Ail you are doing is going through a long 
recitation of change of facts if something had happened. 

I am being very patient, I am going to allow 

you to finish the questioning on this, bit if you are going 
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into this on every net capital computation, I am going 
to eut you off. 

MR. TAYLCR: I believe Mr. Kanoff had stated 
that at the time this was prepared, that was his under- 

standing of the facts. 

JUDGE TRACY: That's why heprepared it that 

way. 

MP. TAYLOR: No objection to that. 

JUDGE TRACY: If he had a different under- 

standlng of the facts, he would hâve prepared it differ¬ 
ent ly. 

MR. TAYLOR: He did get additional information 
from Mr. Sloan subséquent to the date of this préparation. 

JUDGE TRACY: This one ls the way he came up 
at that time. There was a net capital défieiency based 
on the préparation of the facts fumished him, right? 

MR. TAYLOR: Correct. 

JUDGE TRACY: You are saying at some subséquent 
time Mr. Sloan or somebody else produced additional 
information which might resuit in a change of the net 
capital computation, if he had known about it, right? 

MR. TAYLOR: No. 

I vi 11 state further than that, your Honor, 
and I would ask you to look at Exhibit 6E, and you will 
find that in the trial balance submitted by Sloan, he did 
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rot include the Kaiser Steel in hls position. 

Mr. Kanoff did that based upcn a United 

understanding at the ttme. 

JUDGE TRACï: I didn't understand that. 

MR. TAYLOR: I will show lt to you. 

THE WITHE3S: This is the machine run that Mr. 
Sloan aupplied to me. 

JUDGE TRACY: He gave you crédit for both of 

them. 

Off the record. 

(Discussion off the record.) 

JUDGE TRACY: On the record. 

i 

BY MR. TAYLOR: 

Q Mr. Kanoff, on the date of February 26th, 
based upon information that you had leamed of subséquent 
to the date of the original préparation of Exhibit ^E, 
couldjou tell us, are there any changes that wculd te 
effected therein? 

I 

A Well, there would be a change -- at least one j 
change, with reference to the trading ..ccount. 

! 

However, excepting that fact, where there might | 

* 

be change due there, theentire trial would be an exercise 

in futility, because if oie item i3 wrong, I don 't know 

* 

about the veracity of the rest of the statements. 

That may be so, but the an 3 wer to the question 


25 


Q 







A - 3L! Z 190 

13 that the trading account position would necessitate 
a change? 

A Yes, it would. 

q Is that correct? 

A Yes. 

Q Fine. 

Would it also necessitate a change in the 
computation of the net capital, in the haircut? 

A By virtue of the haircut, yes. 
q if the loan payable to Joseph Iny, as 
you subsequently leamed, or based upon yoar. knowledge, j 

i 3 there any change to be effected therel 

A If tint number, that 58,000,were ln a customer 

account, lt would reflect thon as a crédit balance, and 

really make no change ln the llablllty. 

Because we don't know, I wouldn't hâve no way 

of knowing fror the schedulee supplled to me, when the 
Kaiser Steel would hâve been put lnto the customer's 

acao unt. 

e Dld you at any tlme hâve an opportunlty to read 
the testlmony of tir. Iny before the Commission? 

A T. belleve I did. 

I believe I was présent when he was inter¬ 
vie wed . 


Q 


Md he State anything in regard to Kaiser 







A- 3 ./3 


192 


|| 

3 ! 

I 

4 i 

5 

I 

6 ; 

7 | 

8 ! 
9 I 

10 ! 
11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


vlslt, you noticed that he was "dolng business,” ls that 

correct? 

A Yes. 

Q Dld you state that the basis for naklng tha^ 
conclusion was the fact that there were confirmât3 cns 
sc3tteredabout? 

A Yes. 

q Ir, a rather tidy or untldy manner? 

A Yes, sir. 

q Could you tell us what -- dld you observe in 

particular detail what those confirmations were? 

A No, sir, except they were current dates. 1 

C How do you know that? 

A Because they were current dates. 

2 Dld you physlcally pick them up and look at 

them? 

A Yes. I physlcally plcked lt up and looked 
at that. 

I don't recall the stock or the prlce, but with 

ln that day. 

q How many of those confirmations dld you pick 

up and examine, Mr. Kanoff? 

A Perhaps three or four. 

q How many confirmations were scattered a round 

•m 

the office? 


i 






A- a / v- 

Several hundred, I suppose. 

Some ’-oxed, some packaged, some loose. 

Do you hâve any Idea whether they were current 


or non-current? 


Q Y^u did not examine them? 

A Some ,were even blank. 

Q Did you examine them? 

A I looked at some of the blanks, because 
they were different broker's confirma. 

Q Did they appear to be dusty? 

In your observance of the general — 

JUDGE TRACY: I will allow it. 

A I don 't know if there is a rule against dusti- 

ness at this point. 

JUDGE TRACY: He is baslng hs testimony on the -■ 
A I noticed 3 ome of the shirts that were hanglng 

were not pressed. 

JUDGE TRACY: Some of the things he had been 
seeing if he had to blow the dust off the confirmations, 
it might indicate they were more than a day old. 

MR. TAYLOR: Maybe two years old. 

A Some were and some weren't. 

0 How many were dusty and how many were not 
MR. RASHES: I object to this. 


" f-. 


V 
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Ye3, sir. 


q Where were they visible in your view, sir.' 

A On the desk, on the floor, on the cabinet. 

q Were you working in Mr. Sloan's office? 

A Mr. Sloan had one room, and we were ail right 

there. 

Q Could you describe the physical layout of Mv. 
Sloan '3 office, please? 

A That was a room approximately square, Mr. 

Sloan — the desk faced thedoor, the entrance to the 
room. There were two couches, I beüeve, or love-seat 

type couches, stuffing falling out. 

There was a frame, I believe, or part3 of a 

frame that would convert a couch to a day oed. 

There were cartons of mémo slips of soi iS sort, 

confirmations. 

There were coffee containers about. 

There was a runner, I believe, dozxng. 
q Is that the physical oayout that you are 

attemptà ng to describe? 

A The room I saw, yes. 

q That is rather unnecessary. 

Could you Just tell us what the room looks 

like? 
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witness. 


MR. RASHES: I object to the badgerlng of the 


He was answering the question as fully ao 


he was able to. 

JUDGE TRACY: I think we'd llke to get to the 

3 ize of it. 

A The dimensions of the room? 

Q Of course . 

A I would say ifs about 15 by 15, perhaps, 

0 Dld you enter immediately irom the hallway 

into the one single room? 

A Yes. 

q Were there any cabinets there? 

A Yes. 

Q Did you observe any securities in the file 

cabinets? 

A I believe Mr. Sloan opened the drawer and showe 

me some securities in the file cabinet. 

q But they were not visible until he opened the 

drawer? 

A Those in the file cabinet were not visible. 

0 Did you ascertain the purpose as to why the 

securities were on Mr. Sloan's desk? 

A He says he was expecting to make delivery of 

those, or he had just gotten sone of them. 
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q Which was it? 

A Both. 

Q Both? 

A Stock had cône in, and stock was going to go 

out. 

Q Do you know if Mr. Sloan had a safe in the 

f 

office? 

A I aon't know. 

q Do you know where he stored h'.s securvtiet., 

had a safe deposit box? 

A He indicated to no -- I asked hlm if he had a 
vault. He indicated to me he had one at Chase, which 
on subséquent investigation was registered to the partner 

^ip of Sloan and Theodos. 

q tir. Sloan hâve entry to that vault. 

A I would assume so. 

q Do you know if he had access to that vault? 

A I don•t know. 

q Did j/ou also State that you heard téléphoné 

conversations? 

A Yes. 

Q Would you State the substance of those 

conversations? 

A They werequotes given or taken. 

q Quotes of what? 
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1 II 

A 

Securlties. 

2 1 


I don ' t recall the stock or the price. 

1 

3 

Q 

Do you know if he was talking to anothe. 

4 1 

broker? 


5 !': 

| 

A 

I would assume so. 

|| 

6 i 

Q 

Do y>u know if he was? 

^ il 

A 

No, I don't know. 

|| 

8 ' 

Q 

Do you know if he wa3 speaking to anhone ? 

1 

9 

A 

V/ell, the phone rang. 

10 i 

Q 

Do you know if he was speaking to anyone, Mr. 

U | 

Kanoff? 


.2 

A 

No. Si is possible it was a deadline. 

13 || 

I 

Q 

Thank you, sir. 

14 \ 

A 

After it rang. 

15 | 

Q 

Did you -1 you also stated that there were 

16 

deliverle3 

being made at the time. 

17 

A 

Yes. 

18 

Q 

Could you tell us what particular deliverles 

19 

were being made? 

A 

20 

A 

No, sir. 

21 

Q 

Did you assume that there were deliverles 

22 

being made or did you actually see a delivery? 

23 

A 

I actually saw a delivery being made. 

24 

Q 

Describe it, please. 

25 

A 

1__ 

A runner corne in, put some stock down, Mr. 
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he had the blotters available for inspection? 

A I don't know if I did it at that time. 

q Did you look to see if his stock record was 

available or inquire for it? 

A Not at that time. 

p Did you inquire to examine copies of the 

confirmations? 

A Yes. 

Q Other than the ones you observed, did you ask 
for spécifie confirmations to examine? 

A No, I did not. Not for spécifie ones. 

<4 Did you ask to look at his checkbook? 

A Yes, I did. 

Q Did you receive the checkbook to examine? 

A Yes , I did. 

That was the other evidence of business beinc 

done, that you eut me off on before. 

Q Had you mentioned that in your prior testimony? 

A You eut me off. 

Q Hâve you mentioned that in your prior direct 

testimony? 

A No. 

MR. RASHES: Can I hâve the last question 

and answer read back? 

JUDGE TRACY: Sure. 


i » 
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(Whereupon,the pending question was read by 
the reporter.) 

Q Now, Mi’. Kanoff, on the March 31st trJaL 
balance, is it correct to say that you received it on 
April the 8th; do you recall that date? 

A If I may check my notes? 

Q Sure. 


of April. 


you? 


To my recollection, I received it on the ->.9th 


And the date of April 8th means nothing. to 


A April 8th was a visit te the firm. . 
q So is it correct to state that on April 8th 
you visited the firm of Sloan and asked for the March 

31 st trial balance? 

A Yes, sir. 

Q That was then submitted to you on what date? 

A April 19th. 

Q Did you at that time in your visit to oloan's 

office, ask for any of the books and records maintained 


by him? 


On the 8th, when I made that visit, I did ask 


for the books. 


I was prepared to abstraev the trial. 
What was the information you received? 
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That the trial was not ready, he was havlng a 


problem with his machine service. 


rid he show you any records at that timc, at 


ail? 


Ye3. 


Q Will you describe those, please? 

A The mémo tickets that he would supply to the 

service, receive, deliver, débit or crédit. 

Q When you say mémo tickets, you mean the 
accounting record necessary to get an input into a machine 
type of bookkeeping? 

A The machine input record. I wouldn't call it 
an accounting record. 

Q Is it the record that would create the input 
into the computer System? 

A Yes, sir. 

Q Could you tell me if they were current? 

A I couldn't tell you if they were current. 

Q Did you examine to see if they were? 


q Could you describe what those records were, 
please? 

A well, there were two kinds, as I recall. 

A separate ticket allowing for — a journal- 
type ticket allowingfor a débit and crédit of the same 
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1 

item between 

twc accounts, and a larger sheet, where 

w 

2 il 

nis entries 

would be marked on. 


3 i 

Q 

In your expérience and from your familiari^y 


4 j 

wlth the type of record keeping, were they the usual 


5 

kind of record you would 3ee in a computer System, if 


6 : 

you know? 



7 ! 

A 

Yes. 


| 

8 jj 


JUDGE TRACY: Gan we go off the reoord a minute/ 


9 


MR. TAYLOR: Yes, sir. 


10 


(Discussion off the record.) 


11 


JUDGE TRACY: Back on the record. 


12 

i 

BY MR. TAYLOR: 

• 

13 

Q 

Now, Mr. Kanoff, did jdu then request an 


U 

Aprll 3Pth 

trial balance from Mr, Sloan? 


15 

A 

Yes. 


16 

Q 

What date was that that you requested it? 


17 

A 

I don't recall the date that I made that 


18 

request. 

i 



19 

Q 

Did you do it one time? 


20 

I 

A 

Several, if I recall correctly. 


21 

Q 

Could you tell us when? 


22 

* 

I don't recall the dates. 


23 

Q 

Do you hâve any record? 

• 

24 

A 

No, no. 


25 


You must understand that we were getting 
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trial balances aimas t momentary from Mr'. Sloan. 

There were 30 many that we asked for, we got 
ail that we ever asked for but two, I belle ve. 

Q How many times had you asked him for a trial 


5 

balance. 

would you say? 



6 

A 

Ail told? 



7 ; 

Q 

Yes. 



s 


In the perlod Involved in the 

complaint. 

9 

A 

I would say that I asked him 

on the 

average 

10 

of about 

three times per month, and how many months are 

u 

involved 

in the complaint? 



12 

Q 

January to Aprll, somewhere llke 1^ 

months, 

13 

and that 

you reoeived ail the trial balances,is 

that 

14 

correct. 

that you requested, buttwo? 



15 

A 

Right. 



16 

Q 

And — 



17 

A 

I would say there were about 

two to 

three 

18 

reque3ts 

for each one. 



19 

Q 

But you received them? 



20 

A 

Yes. 



21 

Q 

Some sooner than others, 3 ome longo 

1 than 

22 

othcr s? 




23 

A 

Yes. 



24 

9 

Is it your te 3 timony ttet the 

April 

30 th trial 


25 


balance was never forthcoming from Sloan? 
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That's correct. 


Did you then go to hls office to take over an 


April 30th statement? 

A No, I did not. 


Is there any reason why you did not? 

I believe I was directed not to bother to 


press him for the April figures, 


31st' 


records? 


Tell us who directed you that v/ay. 

I believe it was Mr. Nortman. 

Did you then request a trial balance on May 


Yes, I did. 

Whatwas the resuit of that request: 

1 never received tbat one, either. 

Did you go to his office to attempt to examine 


No, I did not. 

Was it simllar to the prior Instruction not to 


bother with it? 


Yes. 


q From Mr. Nortman? 


Yes. 


q Was any reason given for that? 


Q 


Not to me. 

Did you then visit the office on June 9th of 


- 






es, s 



What was the purpose of that vlsit? 

JUDGE TRACY: 1972? 

1971, pardon me. 

Thatwas to get the may trial, if it were 


available. 


q could you tell us what happened on tnat vlsit? 

A He did not hâve a trial available for me. ile 

told me he had a problem with the service, or the service 
was having a problem. 

Q Could you describe that conversation in a 

little more detail, please? 

A Well — 


problem? 



What did he tell you was specifically the 


I don't remember Verbatim. 

Generally. 

He told me he hadn't yet received it from the 


service. 


So I went next door and inquired at the 
service bureau as to Just what the problem might hâve been 
They told me that they had no problem, they 

had furnished him with a May Trial. 

I went back to Mr. Sloan and said the service 
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sayd you hâve it. 

I believe he told me well, he hadr.'t yet 
balanced it and didn't want to release it to me. 

Q That i 3 your best recollection? 

A That is my best recollection. 

Q Wj11 you tell us ttename of theperson to whom 
you spoke at the computer service? 

A Not offhand I could not. 

I believe I hâve his business card in my desic 

upstairs. 


Q Would you produce us the card or the name, 


please? 

JUDGE TRACY: I don't think tbat is relevant. 
MR. TAYLOR: I would like to verify, your 
Honor, that that was the fact that he did deliver. 

JUDGE TRACY: That is his testimony. He 


testified to that. 

MR. TAYLOR: Your Honor, would I be precluded 
from finding with hom he had the oonversation? 

Ail I am asking him to produce is the name 

of the party. 

JUDGE TRACY: He will produce the card. 

Q If you can find it. 

A Certainly. 


25 


Q 


Thank you. 
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me, Mr. Taylor. 

Q I hand you xhibit 8, with ail of the subject 
letters, and could you tell me where you dld receive these, 
please? 

A I received them from you, Mr. Taylor. 

Q Do you know if they are my handwriting? 


A 

Q 

that it is 
A 


No, I don't. 

If I represent that it is, would you acknowledge 
in my handwriting? 

If you acknowledge that it ia in your hand¬ 


writing. 

Q I represent it is my handwriting, sir. 

A Ail right. 

0 On July 31st, your request for trial balance 
to Mr. Sloan, was there any other information requested 
from him? 

A Other than the supporting schedules, I don't 
recall. 

Q WeH did you ask, for example, for copies 

of the fail to deliver and fail to receive confirmations? 

A No. 

That would be the schedules that I would E3k 


for. 

4 


la there attached to that exhibit, 3ir, copies 


of the fail to deliver and fail to receive? 
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4 


Yes, there are, yes. 

Confirmations. 

Dld y>u also ask for a schedule of the long and 


short positions? 
A Yes. 


Is that attached? 


Yes. 


Did you ask for a computation of the net capltalr 


I don 1 1 — 


I may hâve. 


As at that date? 

I don't belleve I asked for the computation. 


Do you know, Mr. Kanoff, if a meeting was held 


in the offices of the Commission around that time? 
Relative to Mr. Sloan'a financial position or condition. 

A I recall a meeting. I don't recall the date. 

Q Were you présent at thutmeetlng, do you know? 

A Yes. 

Q Based upon the information supplied to you, 

did you then proceed to make a computation of the net 
capital as of the July 31st date? 

A Yes, sir. 

Q Does there exist différences in the 3ecurlty 

positions as submitted and as per your computation, on 






that date? 
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1 

A 

I would hâve to see my computation. 

2 1 


Your question is a différence — différences 

! 

3 i 

in position 

s 

• 

! 4 

Q 

Security évaluations, yes. 

5 

A 

Evaluations or positions. 

6 

Q 

Security évaluations. 

' 7 

A 

Let me .»ee. Between mine and yours? 

8 

Q 

Yes. 

9 

A 

Yes, sir, there is a différence. \ 

10 

Q 

Are there a number of différences? 

11 

A 

I am just looking at the totals. There is 

12 

approximately $8,000 différences. 1 

13 

Q 

Fine. 

14 


Would you tell me, please — 

15 

A 

On the long side. 

16 

Q 

Right. 

17 


Would you tell me how you established the 

18 

valuations 

in your computation? 

19 


What reference did you use? 

20 

A 

The pink sheets. 

21 

Q 

Wa 3 that the only source you examined? 

22 

A 

If something in here was listed, I would hâve 

23 

gone to the 

Wall Street Journal or the New York Times. 



• 

24 

Q 

Just tell me what you did do, please, Mr. 

25 

Kanoff. 
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A Let me go through this and see If there is any 

listed securities here. 

Ye 3 , there is at least one that I see that is 

listed. 

q Would you look on your schedule and see the 
valuation of it? 

A I hâve BTB Corp, at $2 and a quarter. 
q You find — 

A You hâve it at a dollar and a half. 

q Would you find any other securities that 

mlght be listed? 

That is a plus, your Honor. We are taking 

that one. 

JUDGE TRACY: I never argue with that. 

MR. TAYLOR: N), sir. 

A At the moment, I am not 3ure whether or not 

some other of these are listed or not. 

q Could you tell me, did you look to the Wall 

Street Houmal? 

A Yes, I would hâve. 

Q Ail right, sir. 

Could you tell me, for example, the stock, 

Volpe Corp., where did you look to find that value? 

A In the pink sheets. 

Q Do you know if that stock is listed on a 
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securities exchange? 

Llke the American Stock Exchange? 

A I don 1 1 know. I don 1 t know for sure that it 1s 

llsted. 

Q Would you know at the time that lt was llsted 
on the New York Stock Exchange on, still 1s today? 

A No, I don't know. 

q Would you tell us the value on your computation 

for that stock, please? 

A I hâve no valuation for that stock. 

q Ard the reason was that you could not flnd lt 

! 

In the plnk sheets? 

A well, I wouldn't Iiave found lt anywhere. 

Whereever I v/ould hâve looked, I didn't flnd it. 

Q Well, dld you look lnto the Wall Street Journal 

on the American Stock Exchange listings 
A I don't recall. 

q Mr. Kanoff, you had prevlously testified 

that you used the plnk sheets. 

A Yes. 

q That was your direct testimony? 

A Yes. 

q I asked you that question agaln, and you said 

the plnk sheets. 

With one exception? 
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f. 



17 

18 

19 

20 
21 

22 

23 



25 

à 


A No. Not with one. With the exception of what- 
ever might hâve been listed. 

0 I ask you now, if you look to the WallStroet 

Journal, as a reference, to the American Stock Exchange 

listings, for the stock, 200 3hares, Volpex Corp. 

A I don't recall is my best recolleotion, 3ir. 

0 Could you tell me, or explain to me, please, 

the procedure you used in selecting the valuatl-n from 
the pink sheets to assess against a long position? 

A We use the high bid and low offor, depending 
on being long or short. 

Q If you had five blds, securities long, you had 
five bids of a dollar, and une bid of one quarter, v/1b t 
price would you use? 

A The five bids at a dollar and one bid at a 
quarter? 

f Yes, sir. 

A I would use a dollar. 

Q In other words, you are saying then you don't 
use the high or low, you use the most représentative bid? 

A You said five at a dollar. 

A dollarwould be the high. 

Q I hâve five brokers in the sheets, each of 
them listing a one dollar bid in ABC. 

A Right. 







q There Is ono broker bidding one quarter, one 

quartei* per shure. 

’.Vhat price would you use? 

A One dollar. 

q Then, would you say that you do use tnc nest 

représentative bld of that day? 

A No, 3 lr. I would use the highest bld of the 


day. 


Q Am I correct to sa;y that you use then, if 


I understand you. that on the long slde you use the highest 
bid in the pink sheet? 

A Yes. 

If one man is in at a dollar and a quarter, 
one at a dollar, and one at 75 cents, we would use 
a dollar and a quarter to give the broker the best possible 


valuation. 


q You always use the highest bid? 

A Yes. 

0 How about the short bid? 

A The lowest. 

The cheapest way for him to cover. 

Q To ccver the short? 

A Yes, sir. 

Unless of course the highest bid in the day 
belongs to the broker that's being valued. 
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3 ! 
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5» 
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6 II 
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8 
9 
10 
11 
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13 

14 

15 

16 

17 

18 

19 

20 
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23 
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On the date of August 10th, did you then agai 
visât Sloan's office? 

A Yes, sir. 

Q v/hat wa 3 the purpo3c of your vislt at that 

time ? 

A To 3 ee the books and détermine if he was doin 


business. 

Q V/hat did Mr. Sloan tell you? 

A About what? 

Q About the books there. 

A The bookshe told me were in your possession. 

Q Did he expiain to you why they were in my 
possession? 

A He may hâve. I don't recall. 

Q Would it help your recollection if he told 
you that the required Information for July 31st was 
being prepared in detail at that time, and that'3 why 1 
had the records? 

A I don't recall. 

Q You don't recall that? 

A No. 

Q You stated that on — did you statc tha. on 

August lOth you observed that Mr. Sloan was doing 
business? 
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A 

Q 

A 


Yes, 3ir. 

Would you tell us how you decided that? 
tigàln, current confirmations, téléphoné 


activity that I overheard. 

Q Did you physlcally examine the confirmations? 

A Yes, 3ir. 

q What were the confirmations that you examinod? 

A I don ' t recall the security or the rr se 5t vr*s 

executed, but a currently-dated confirmatjon. 

How many confirmations did you then see, 


^0 

Kanoff? 

A 

0 

A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 

Q 


I don't recall the number, s'r. 

V/as it more than one? 

Yes, sir. 

Wa 3 it more than five? 

Yes, sir. 

Was it more than ten? 

I wouldn't recall that. 

Was it less than ten? 

Perhaps between five and ten. 

Where were they located? 

On his desk. 

Were these purchase or sale confina t ions : 
Both. 

Would you tell us how many were purchase and 
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how many were sale? 

A I couldn't tell you that. I don't recall. 

0 You know there were at least five, but not 

mor' than ten? 

A At least five. 

I don't belleve more than ten. On both Sj-doo 
of the market. 

Q They were ail on Mr. Sloan's desk? 

A Yes, sir. 

q y 0 u hâve no idea whether or what the identlty 

of the securities involved were? 

A No, sir. 

But let me just refre3h myself from the 

notes. 

There is oneparticular trade that does stand 
out in my mind. 

Might hâve been one bond of something that I 
don't recall the issue, done with Americanada, another 

broker in the same building. 

I ara not sure if that is the date I saw that 

particular trade. 

q Was the confirmation, if that is your recollée- 
tion, was the confirmation, when you say around the date, 
what is your définition of around the date in time? 

A What I meant by that, I don't know if that was 






/^-:37 


220 




ths date of thls particular visit. 

q What would the date hâve been, in your nind, 

when you say it was around the time of your visit, sir? 

A I don't recall the date. 

Q In other words, when you say that you vislted 
on Auguat lOth, and the confirmations were around the time 
or current, you can't deflne the time that you nentloned 
in that response? 

A At least a day prior, because it would take 
that long to get the confirmation out of the service. 

q So, it was at least one day prior to the date 

of August lOth? 

A If a physical confirmation had already beer. 

produced for my inspection, it would hâve had to hâve been 

done at least a day before. 

O Did Mr. Sloan hand you these to examine? 


A No, sir. 

q Well, then, how did you corne into possession 

of them? 

A In speaking to Mr. Sloan, seated at his deslc 

they were on the desk. 

As being part of lie brokerage record it was 


available for my Inspection. 

I picked it up and looked at it. 
q Did jou ask Mr. Sloan to présent you the 


confirmation? 







1 


A 


1 

2 

A 

Q 

I don 1 1 believe ï dld. 

Tell us what were the phone conversations 

3 

11 

4 il 

that you heard that tlme? 

A 

Merely quotes being passed. 

5 ! 

Q 

Can you tell us what they were? 

6 |j 

A 

No, sir. 

1 1 

Q 

Caniou tell us the stocks being quoted? 

1 

8 

A 

No, sir. 

9 

Q 

Do you remember the quotes? 

10 

A 

No, sir. 

11 

Q 

Dld he identify the party to wnom he spoke? 

12 

A 

No, sir. 

13 

Q 

In fact, you know nothinG about the cas versa- 

i4 

tions as 

* 

such, is that correct? 

15 

A 

You might say that. 

16 

Q 

Would you say that? 

17 

A 

No, I wouldn't 3ay that. 

18 

Q 

Tell us what you know, then. 

19 

A 

What I know is — 

20 

Q 

Who was the conversation with? 

21 

A 

In a brokerage office when the man plcks up the 

22 

phone and says Sam Sloan here, three and a quarter, an 

23 

eighth. 

I assume he le talking about business. 

24 

Ü 

You assume the conversations were for business. 

25 

» is that 

your assumption? 
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A That ls my assumptio.i, that is my statement. 

C; You don't in fact know if it is so? 

A That's possible. 

lie could hâve been tal king to the luncheonetto. 

Q He could hâve been talklng to the Securitics & 

Exchance Commission? 

A No. 

We go elsewhere for quotes. 

Q Do you mean to say tnat in your knowledge, 
the Securities à Exchange Commission has never called 
Mr. Sloan for a quotation on a security? 

A To my knowledge, I don’t know. I know I ,,o 

elsewhere for quotes. 

q Then don't speak for the Commission, Mr. Kanoffj 
Do you toow if it lias been done, yes or no? 

A If Mr. Sloan has been called for quotes: 

Q That's rlght. 

A I don't know. 

q Now, when you vislt — did you again visit the 
office of Mr. Sloan on Augu 3 t 12th, which is two days 
la ter? 

A Yes, sir. 

q What did you ask at that time? 

A For the joks. 

Did you examine the book3 at tliat time? 


Q 







ia- 


business? 


A - 3 . 


Yes, sir. 

Did you observe that he v;as again doinc 


Yes, sir. 

How did you décidé that? 

The 3ame way, sir. 

Would you tell us a^aln, plea3e? 

Téléphoné activity, confirmations on the des.:. 
Are these the type of telcph#ne aotivities -- 
Same klnd. Same téléphoné activity. 

MR. TAYLOR: May I cet the question out, pleaee, ! 


your Honor? 


to — 


VJill you admoni3h the witness to permit me 


JUDGF, TRACY: I dor.'t hâve to admonx3h hlm. 

Go ahead. 

q Were these the same kind of téléphoné conversa¬ 

tions you testified to before? 

A Ye3. 

q That in fact you don't know if they really 
took place, or whether or not the téléphoné had scmeone 

at the other end? 

A It took place. 

MR. RASHE3: I object to the form of the 

question. 


. / 
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r-îr. Kanoff tostified hc heard the phone 

I 

2 j 

rlnc. Hc v/asn't in fchc spaaker or the wire to oay v/hat 

II 

3 

vient on. 


1 4 


He testified to v/1'.at Mr. Sloan said. 

5 


I v;i 3 h you v;ould adnonish learr.ed ooansel to 

i 

6 i 

rephrase 

h!3 que3t’on. 

’ 7 II 

|| 

c 

Kow Ion fi viere you thore, Mr. Kanoff? 


A 

Per tops 3") minutes. 

9 

o 

\ê t 

How many salis did yoa soe tnat ho had at that 

1 

10 | 

t 1 me, to 

your rocollect*on? 

11 

A 

! 

Poriiaps flvs. 

12 ! 

r 

Five salir? 

13 

A 

Yes, sir. 

14 

Q 

And they ail consistcd of hearinc quotes or 

15 

nam ber s 

exclianced, that 3 oanded like quotes of seuurlties. 

16 

j.s that 

ri cli t? 

17 

A 

Y es , sir. 

18 

Q 

1 

I>id you observe any tickets strewr. about? 

19 

1 

A 

rt hat do you nean by tickets? 

20 

Q 

Conf in«tlon3? 

21 

A 

Tnere v/ere confirmations, yes. 

, 22 

«6 

Wero these current date or current time? 

23 

A 

Yes, sir. 

24 

Q 

How many were there? 

25 

A 

I'd say about 12 or 15. 
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1 

—* 1 

testimony 

C 1 

2 

A 

No, not until lie told me they were unmailed. 

3 ! 

j 

Q 

In yeux* prior direct testimony, whon you 

4 ( 

mentione î 

the fact of examininc confirmations, dj.d 

5 || 




you’,<hov: they were not nailed at that time? 

6 

A 

Yes. 

• 7 ; 


Why did you omit that from yo ir testimony? 

8 1 

A 

Decause the question at that time was, v;as 

9 

ne Jolny 

business, and the answer was yes, as evidenced 

10 


• 


by :onf5 l‘dations. 

11 


1 

Not sendinc the confirmations is unother situa- | 

12 

1 

tlon. 


13 | 

Q 

Doe3 that indioate that ne was do.Inc business. 

14 

the m rt re 

fact there were confirmations laylnc on the 

15 

table? 


16 

A 

Absolutely. 

17 

0 

Is that your opinion, sir? 

18 

A 

If he had net made a transaction, he would not 

19 




hâve written a mémo to £lve to hls service to produce 

20 




a confirmation t’nat he didn't mail. 

21 

Q 

Did you see those mémorandums? 

22 

A 

No, I didn't see the mémorandums. 

23 


I saw the end re3ult. 

24 

Q 

You sawvinat you alle.ce to be a confirmation, Mr. 

25 

Kanoff. 
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I 

• 1 

A I s a vj the output confirmation. 


2 I 1 

Q Could you descri-je to us the confirmation 


3 i 

1 

then, as to what security it represonted and to what 


'] 

dates? 


5 I' 

A No, 3 ir, I cannot. 


6 j 

n 

Q Did you then receive the trial balance from 


7 

I 

August 31st? 


8 

A Yes, I did. 


9 i 

! 

Q From Mr. Sloan? 


10 

A Ye3, sir. 


11 

q Did you visit the office to verify any of those 


12 

A 

numbers at that time? 



A I don't recall. 

I 

14 

Q Did you observe or know if he was dôing 


15 

business in the period from your la3t visit to August 31st? 

1 

16 

A Yes. 

1 

17 

By the différence in his figures. 

I 

18 

Q What are those différences, please 


19 

A I would hâve to see the two sets. 

I 

20 

Q Would you ask the Commission to produce tue two 


21 

sets of trial balances he speaks of? 


22 

MH. RASHES: Which exhibits do you want, Mr. 


23 

Taylor? 


0 

THE WITNESS: I want the August 31st trial 


25 

balance and — 

4» 










M 




1 
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• 

1 

9 

any of the 

activities that you described, were within 


i 

3 

4 i 

the agreenent reached at that conférence? 


A 

If any of these activities that I Just 


5 

described? 



u 1 

i 

K 1 

Q 

You broadly described the recelvinc and payinc 


7 ! 

cf cash, the recel vins and dellvery of aocurlties. 


8 ! 

9 


I a sic you, sir, since you were présent at 


that meeting, was that activity that you de 3 crlbed within 


1 

10 

the agreement reached at the conférence? 


11 

A 

Not necessarily, sir. 


12 ! 


MR. RASHES: I think it might bo helpful if 

• 

13 

Mr. Taylor 

brings eut vjhat that agreement wa3, rather 


14 

than talkinc in the abstract. 


15 


JUDGE TRACY: I wlll allow it. 


16 

Q 

I didn't hear your answer, Mr. Kanoff. 


17 

A 

I said, not necessarily. 


18 

Q 

Do you know if it was in fact within the 


19 

acréément? 



20 

A 

Not at this moment. 


21 

•< 

You don't know at this moment? 


22 

A 

Not at this moment. 


23 

Q 

Is it correct to say you don't know at this 

• 

24 

moment whether he was doing business? 


25 

A 

He was dolng business, but I don't know ii he 


0 
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1 waa doine business in violation of the aGrecmonts we made 

2 ! at that meetinc. 


Q 1 

3 


Q 


Fine. 

4 




Did you p,o over to Sloan fr. Co. te examine 

5 1 

his 

books 

and records at that tirne? 

6 1! 


* 

n 


What tirne? 

7 


Q 


The time you recelved the Aur.ust 31at trial 

• 

balance. 



9 


A 


I don't belleve I did. 

10 




I don't recall. 

11 


Q 


Would you acain look to the 3 chedule that 

12 

| 

you 

hâve 

before you, for the date of August 31st, and Wi.ll 

13 

i 

you 

look 

to 

your computation under the net capital? 

14 


A 


Ye3. 

15 


Q 


Would you look te your 3 chedule of securities 

16 




MR. RASHES: Excuse me oneminute, your Honor. 

17 


Q 


I would direct you to 200 shares, Volpex Corp. 

18 

Mr. 

Kanoff. 


19 


A 


Yo 3, 3ir. 

20 


Q 


Would you 3 tate the value of lt In your 

21 

schedule 

? 


22 


A 


I hâve a zéro value on the schedule. 

23 


Q 


Wouldyou tell me how you e 3 tablished that 

24 

the securlty wa3 valueless? 


25 


I could not find the prlce for it. 
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2 

3 ii 

4 | 

5 > 


6 

7 

8 
9 

10 


i 

l 

1 

il 


11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 


Q Tell me where you looke’, sir. 

JUDGE TRACY: Don't we already hâve testimony 

on this stock, sirY 

MR. TAYLOR: It's the next c te. 

JUDGE TRACY: The saine st «ck? 

MR. TAYLOR: Absolutely. 

A I don't recall where I looked for lt. 
c Did you look to the listings of the American 
Stock Exchanse Securities for Volpex? 

A I don't recall, sir. 

Q Why did you assign a zéro valuation for a liste4 

I 

securlty? 

That '3 listed or the Ameriear Stock Exchange. 

A Perliaps it dldn't trade that day. 

Q Did you look among the inactive listings? 

A I don't — 

Q Mr. Kanoff, if you simply made an omission, 

I will just say that. It's not — 

A I don't recall. 

r Do you hâve a listing on your schedule of 

any shares of American Raceway? 

330 shares of American Raceway. 

A It would appear not. 

q Did you hâve a listing for 300 3 hares of 


25 


Brooklyn Poly? 
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4 ! 

5 1 

j 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 


A It woali apponr not. 

Wo'tld you tell me vihy they do not appear un 
your schedule, when they appear on tr.e schedule that 
Sloan subraitted? 


A Mi y I aee the scheiule that Sloan submltted? 

(Document handel to Mr. Kanoff.) 

MR. RA3HES: Mr. Taylor, are we tulkin, now 
about the 8-31-71 trial balance 0 
MR. TAYLOR: Yes. 

A These are the photostats yc> 3uppl ed me, Mr. 

Rashes. 

MR. F.AS1IE3: Of Mr.Sloan'3 records 1 . 


MR. TAYLOR: Yes, sir. 

Q Is there any reason that you know of why tnoy 

are not there? 

A ros3ibly. 

This 13 not the one I made the computation 
from* becauae this wa 3 hed out blotter, 1 aaked hin to 
give me a new photocopy. 

û I hâve two copies here of tho30 positions. 


A I asked him for anew photocopy. 

q On one of them there is an obvious non-printing 
from the bottom of a page similur to what you hâve. 


A Yes. 

If you look through them you v/Lll flnd that thoi 



25 


r> 


e 
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securities are the two shares I mentioned. 

Based upon that explanation, vrould you say 
at this point, examining theoe recorda now, tia t those 
securities do bêlons in the computation on August 31ot 
A Yes, they v;ould normally be there. 

q Fine, thank you. 

A $1,500 worth. 


Q Fine. Thank yu:. 


VJould you knov; if the Volpex oorp. 
traded at $l ; i a 3 haie for a total of $2,Boo, - 
should additlonally be there on that date? 


3tock 
hat that 


I dorft knowwhat it traded at. 


If it is llsted, it should be there? 

If that is the priée it should bo there, ye3 


Q, That is the pi'ice. 

\ 

MR. F.ASHES: Your Ilonor, I am go in g to object 
to the last statement that Mr. Taylor made, that that 


is the price. 

MR. TAYLOR: I will withdraw it. 

JUDGE TRACY : He prefixed it by saying if. 
MR. RASHES: Fine. 

P-TR. TAYLOR: I will withdraw it if it is 

disturbing. 

J’JRGE TRACY: Ail right, wJthdrawn. 
q How, did you again, on September 30 th, ir. 



9 
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2 il 


3 

4 

5 

6 


9 

10 || 

j 

11 

12 I 

J 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


tl'iO J. 


This i3 
Love firm* 


A - 25! 

the schedule that was supplied by 
describing Securities received frorn 


Sam Sloan, by them. 

Q Are those securities listed therein on the 
trial balances of Sloan & Co. that we hâve been referring 


to up to thl3 point? 

a Up to this point? 

q We are now finlshed -- we are up te the date 

of Octcber 8th. 

A Well, may I Just take a look through these? 

Q Yes, sir. 

A Well, the^e are — this letter lndicates 

that certair securities were delivered to the Love firm 
on Aagust llth and certain of these items appear as 
still being long on this trial that Mr. Sloan supplied as 
at Aagust 31st. 

Q Do you know if those are the same securities 
indicated on the list to Love, Exhibit 12, as on oloan o 


trial balance? 

A I don 1 1 nave the certificate numbers. 

Q My question wa 3 , sir, do you know if they are 


the same? 

A Yes. 

q How do you know that they are the same? 

A Well the DSI position has been the common 


e 
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proferred, lias been Mr. Sloan’s position for scverii 


montns. 


Dœ the fact that the number of total shares 


or total number of bonds would be the same -- 

A It is possible he bought addltlonal stock in 

violation and delivered those. 

q Then I ask you, sir -- then I ask you, are you 
sure or d"> you know if the securitiec listed on Exhabit l<i 
are the same as listed in Sloan'3 exhiblts? 

A 1-Jo, I dont. 


ancrant? 


JUDGE TP.ACY : Are they the same name, same 


THE WITNE3S: Same name, same amount. 

JUDGE TRACY: Ail right. 

MR. TAYLOR: Is that your question, your Honor? 


1 for^ot oo ask tliat one. 


tfhat prompted that was when he said he didn’t 

hâve the certificate numbers. 

X was tryinü not to ask tliat question. 
r Do you know, Mr. Kanoff, how these securitie3 

were received based upon th-s exhibit? 

For what account, that is? 

A No, I don't, sir. 

Q Thank you. 

Now, did you then receivo al30 a trial balance 


I ■» ' v V>\ '» 


25 










A-LS3 


rr n dl-ur., as ai the Mcvoubor 30 th date? 


Yes, sir. 


q Did you r/j ta hls office to examine hlo booVo 

and records at fchat time ? 

A I don't belisve I did, sir, no. 
q Did you then examine the secarit les fro.n a 
view of lookinj to the pink sheets on that lata? 

\ I d'n ' t reeall, sir. 

X * cl hâve to 30e the computation. 

Ycs, I used the shects. 

A Okay. 

Do you know of a security called 3hareholders 
Excailtre Investin»;? 

A The only time I hâve heard of it is on Mr. 
fljan's position, and I understand that lt is a foroien 

traded — 

q Do you know if it is in i-’ i fora of a mut lal 

fond security, that type of security? 

A That is my understandins* 


date? 


for thut. 


Do you know if you afforded any value on that 
1 don't believe I ever allowed any valuation 


Q Why? 


It is not traded in this ocuntry. 







A - A 5 V 


1 


1 3 it aval labié for purchase in this crmtry? 


De you know? 


I don't know. 


Q Did jd a investigate te see if it was? 

A I asked a supervisor if I 3hould bether lookln. 
into the foreign pricings for it, and I believe since 
it was only worth about $Hoc In total, I was told not to 


look. 


Dut wouid it be correct to state that if it 


is available, that there is at least an aduitional capital 
to be aaeribed to that jhare? 

A If there is a goir.j active market, I v:ould 
say yes, a valuation should be îpplied. 

Q Aren't there finns that spécial!?© in foreign 


securities ? 


Yes, sir. 


Q And they are readily available simply by 
inquiring for purchase or for sale, directly'. 

A Ko, sir, not for valuation purposes. 

Normally in a situation like that, we wouid 
nnt three independent market makers to submit quotat.on3. 

Q Are you sugge 3 ting if a p^nk sheee quotaticn 
is le s s than three brokers, there is no value? 

A I dm suggesting if something of this nature, 
a foreign-traded stock, is te be value...., we wouid -equine 
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three indopcnJent -narket- v naker3 to 3 ubn!t quetes ior us 
to détermine a valuation for it. 

Q Did you do that, 3 ir? 

A No, sir. 

q And you did it l>ecau3e your superviser 

directed you not to? 


Yes, sir 


Q Who is that, tir. 3arton? 

A I beMevc that was Mr. Rosenberg. 

juiXJE TR A Ci : What date are vie talkinj about? 
'.Rt. TAYLOR: Movember 3C*th, your Honor. 

J :T DG5 TRACY : Okay. 

Q Did there corne a time, Mr. Kanoff, that you 
requested a trial balance as at December 31st? 

A Yes, sir. 

Q Did you reçoive it from Sloan? 

» 

A Ye3, sir. 

Q Did you c° to his office to exam'ne the 

records at that ttme? 

A I don't believe I did, sir, no. 

q Do you know if you accepted the valuations as 

submitted by hlu on that date, in your computations? 

A I don't recall, sir. 

I'd hâve to see it. 

MR. RASHEC: What oxhlb-t ls that, Mr. Taylor'. 
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MR. TAYLOR: December will bs 15. 

A 1 did use the pink sheets. 

JUDGE TRACY: That is 15? 

MR. TAYLOR: This is Exhlblt 15, for December 
3lst, your Honor. 

MR. RASHES: Exhlblt 14 is for Decenber 3l3t. 

15 le for January, sir. 

MR. TAYLOR: I bec your pardon. Make lt 14. 

Yci' are right.. 

JUDGE TRACY: You did use the pink sheets? 

THE WITNESS: I'd hâve to sec lt. 

Q lt wa3 14, excuse ne. 

You know there were différences botween the 
valut Ions that you determined as ccmpared to the valuations 
submitted? 

Would you tell us why in prior months you had 
accepted Mr. Sloan's valuation, but on certain dates you 
did not? 

Any reason for that? 

A Thls 3s a matterof expediency. 

Q What does that mean, sir? 

. A In accepting Mr. Sloan's valuations, we were 
giv ing him the beneflt of the priclng. 

In ail the other instances we had priced them 

lower on the long 3ide and higher on the short si de. 











V/ith the numerous, voluminous trial balances 
that v»e had from the gentleman, sometimes it wa3 Just a 
little bit faster not to bother to reprise them, reali:'.‘n 
that he v/ould bc getting a benefit. 

q That would be the expedienev you 3peak of, 
justfester or more conven.ient? 

A and he would get a bettor pricing en it. 

C You would lave saved hlm $2,500 capital if 

you did that in December, sir? 

MR. RASHES: Your Honor, I believe that comment 

should be struck. 

JUDGE TRACY: He still had a deficiency, didn't 
he, in December? 

THE WITNESS: December, yes, sir. 

JUDGE TRACY: Well, strike counsel's comment. 

MR. RASHES: Thank you, your Honor. 

MR. TAYLOR: I willwithdraw it, if it is 

upsetting. 

Q Did you also on request receive a January 3l3t 
of 1972 trial balance from Mr. Sloan? 

A Yes, sir. 

Q Did you then go and examine his books and 

records at tlat time? 

A No, sir. 

Q Do you know what your computation shov/ed in the 
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• 1 

way of capital deficiency at January 31st date? 


2 

A I believe it was approximately $700. 


3 i 

1 

il Do you know if you had -- did you examine the 


4 ! 

plnk sheets to independently -- 


5 i 

il 

A I don't know at thls point, sir. 


6 i 

(Document handed to witness.) 


7 

A I used the sheets. 


» i 

Q The answer is you did use thepink sheets? 


9 

A Yes. 


10 

Q Do you know how much différence in tha total 


11 

of 3ecurity valuations your use of the pink 3hoets meant 


12 

on January 31st? 



A No. I'd hâve to see my computation. I'd hâve 


14 

to see my computation. 


15 

(Document handed to witness.) 


16 

A Approximately $1,000. 


17 

Q Would that then hâve put him in ratio? 


18 

If the deficiency was 700, then ho would hâve 


19 

an addltional thousand based upon his — 


20 

A A thousand less haircit . 


21 

Q Would he be in ratio then? 


22 

A Possibly. 


23 

Q On that date? 


£ 24 

A Possibly. 


25 

If that were the only différence, he would be 




% 
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rlght on the button. 

Q Thank you. 

He would nave in effect £ plut., >ove thc 
required capital, is that correct? 

A No, sir. If I gave hlm another thououil 
dollars in security value, less a 30 per cent haircut, 
which would give h.'m -- I said a thousand dollar différence 
From 23 to l8 is a thousand, not l800. 

Q Well, let lt stand at that. Ho would be on 
the verse of being in, if not in? 

A Glose. 

Q Okay. 

Did you go to his office? 

A 1 don't believe I did, no. 

Q Now, Mr. Kanoff, ail of the exhlbits that we 
hâve looked at, up through No. 15» contaln In some form 
items that might be possibly adjusted and did you then 
préparé ."xhibit 16 ? 

A Yes. 

Q To correct these matters? 

A Yes, 3ir. 

Q Does thls 3chedule 16 include ail of the 

matters we hâve now 3 poken about this moming, includin,: 
the omission of securities or the différences? 

A No. 



<" 
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- 

. 

1 

Q 

They do not? 



• 

2 

A 

It does not. 


\ 


3 

Q 

Now, I direct your attention to the exhibit 



\ 

4 

number lôA. 


* 

- 


5 



. ». 




- 

JUDGE TRACY: Do you havi. thore? 


'î 


6 


THE WITNESS: No, I do. z hâve it. 


> 


7 


JUDGE TRACY: Off the record. 




8 


(Discussicn off the record.) 




9 


JUDGE TRACY: Back on the record. 




10 


- • ~ 

* ' 





Is there a pending question? 




11 


MR. TAYLOR: No. 

■ 



12 







BY MR. TAYLOR: 


f 


13 



. 


• 

. 14 

Q 

Now, Mr. Kanoff, you havti before you Exhibit 




lôA. 


, * 



15 

A 

Ye$ sir. 




16 

Q 

That was prepared by you? .. . 

. 

i 



17 







A 

Yes, sir. 

- 



18 

Q 

What does that schedule represent, please? 




19 







A 

The schedule represents the month end trading 




20 



' 




inventories 

that Mr. Sloan supplled as at July month end. 




- 21 


• . — • ' "* 





Augu3t and 

September, and the différences in positions 

- 



22 






• 

betwixt and 

between those several months 

~ 



23 







Q 

I direct your attention to the flrst item 

—™ 

| 


24 



— 


Æk 


called American Raceway — 

» « 

1 

1 


25 


MR. RASHES: That's the second item, Mr. 








I 
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* 


1 

Taylor. 


: 

2 1 

3 ! 

q I didn't finish the question. 

I direct your attention to the first item 

• 

4 

that is marked new. 


5 

A Yes, sir. 

— » 

i 6 

q As I understand your prior testimony, that 


7 

is a different position based upon your analysis than Sloan 

* 

8 

previously had? 


9 

A Th is is one of the items that was missed as 


10 

a separate position. 


11 

That I would then 3ay there are seven new 


12 

positions rather than eight. 

— • 

13 

Q Fine, thank you, sir, you anticipated the 

• 

14 

question. 


15 

That item should be deleted? 


16 

A That should be deleted as a new item. 

5 

17 

Q, Thank you. 

- 

18 

Now, the next item on the llst, I am only 

* 

19 

going to address myself to the eight items called new, 

; 

20 

Mr. Kanoff. 

: 

21 

The next item on the list is 25 shares of 

- 

22 

California Water. 

T 

23 

A Yes, sir. 

—— 

24 

1 Q Did you inquire to Mr. Sloan as to wha t that 



25 


item was? 





4 


Y*" « 


A I bellove we had 3one discussion about lt. 

^ Would you tell us the substance of that 

conversât Ion, please? 

A I don't really recall the substance of lt, but 
J, In , 7 >in.' throu^h hi3 records, I 3av; that thorc uas a 
purchasc and a subséquent sale of it. 


Do you know the actual traJc date of that 


transaction? 

A No, sir. I'd hâve to chock his records. 

Q Would you know if it was the date that we 

/ 

appeared in the Commission office at the conférence 
we referred to? 

,\ I don't know. 

4 You don't know that? 

A No. 

Q The next item is ten shares of Cynemation. 

Do you see that item marked new? 

A Yes, sir. 

Q Do you know if thia transaction, if the reason 

for it being lonr, ten shares that there was a buy-in 
prier to a completion of the transaction, that Mr. Sloan 
was not aware of, on the July 31at date? 

Do you know that? 

A No, I don't know that. 

I don't know that has any bearlnc, either. 
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/ 



/Q - 3 4* 3 ^-51 


1 

Q Well, let me ask you, Mr. Kanoff, what date 


2 

JiJ you use to establish the differer.eec? 


3 1 

A Well, on that Cynetvitlor. in purtieular, x om 


4 f; 

culling the ncw position between Aurust und Seotemter, 


5 ! 

1 

net the Ja ly 3hort posit'on. 


I 

6 

q But if at thatpoint Mr. Sloan wuc !n a position 


! 

7 

1 

af owing oh are 3 -- 


8 S 

A He owed a hundred and thcy bon /‘lit .. . ’ ~n 1- '• 


9 

Q Unknown to him in élimination of hia 3h"rt 


10 

position, was it in any of our agrecmonts, if hc v/u3 bought 


11 

in 3 fter he made anothcr conmitment to oover lus shoru, 


12 

• 

would he not end up long? 


13 

A Possibly, yes. 


14 

Q Do you ’.cnow if this is the situation here? 


15 

A I don't knov; that that lu the situation. 


16 

Q Thank you. 


17 

How about the next item, management assistant 


18 

bonds, 21,3f)0. 


19 

A Ye3, sir. 


20 

'•TR. TAYLOR: Ju 3 t one moment, your Mono»’. 


21 

We didn't get thi 3 copy until this morning. 


22 

That's the reason for the delay. 


23 

May we take five minutes, your Honor, just 


24 

30 I can co through these other few? 


25 

May we take five minutes*? 
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3 Do you know if the Visual Electronic comnon 
stock, 'H 3 shares , whether that also resultcd from a buy- 


A No, sir. 

Q Did you make any attempt to examine as to 
why these new positions didn't develop? 

A There wa 3 only one area that I could hâve 
considered, for that situation, and that would be • 
Sloan's buy-in account, and Just loolcing here at the August 
figures, there dcesn't seem to be a buy-in account 
reflected. 

q What does that buy-in account represent, in 

your opinion? 

A That buy-in account, knowing what the market 
was, and Mr. Sloan's particularposition, it would hâve 
reflected a loss. 

q Yes, but that particular buy-in account that 
you referred to from that exhiblt you are looking at, 

what does that account represent? 

A It does not appear in this exhibit, sir. 

i Then what buy-in account do you refer to? 

A Had he been bought in, and I know from my 
expérience, those buy-ins would hâve resulted in losses 
to Mr. Sloar, it would seem to me there should oe some- 
thing in his books reflecting that los3 aa a buy-in 
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accour.t, becauce he i*as reflected buy-in accour.ts 
earl 1er. 

Q That 1 s what I au speaking of, do you know tue 
nature of those débit balances in the buy-in ace cm 4 ; a? 

For exanplc, do you know if *:aey were ito-no 
in protest, theroforc a record iiad to oe i ept cf tr.en, for 

that purpose? 

A Mc, sir. 

Q Do you know that? 

A No, sir. 

Q De you knov; if the, ur.der the 31oan rcetnod of i 

i 

I 

vb cording, if a buy—In, which occasioned a loso had 
developed, would you knov; If it would be charged c.f ln the 
trading account loss? 

A I hâve no knowledge of the Sloan method of 

recording buy-ins, sir. 

Q That is not the only matter that you hâve no 
knowledge of, as we 11, regarding the Sloan act^. -ty. 

MR. RASHE3: I object to that statement. 
r/iR. TAYLOR: It was merely in retort to his 

an3wer. 

JUDGE TRACY: I will allow it. 

MR. TAYLOR: Thank you, your Honor. I think 

it beiong3 in the record. 

JUDGE TRACY: Kr. Taylor, proceed. 
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BY ‘!R. TAYLOR: 

q So I a 3 k you, Mr. Kanoff, do you know lf the 
buy-ln actlvity that would dcvelop would be reflected 
ln thc -iadlng account, and yes or r.o, plea3e? 

A Do I know if thc buy-in actlvity would be 
reflected ln the tradinc account? 

Q A 3 a loas or a profit, depending upon the 

nature of the buy-ln. 

JUDGE TRACY: You mean in the normal circumstan- 


ces? 

m. TAYLOR: Yes. 

A It could be treated that way normally. 
q That would be not an unusual treatment, would 

it? 

A Not unusual treatment. 

Q Would a buy-in caption appearing on the balance 
sheet be something unusual, in your opinion? 

A No, 3 ir, that would be a usual way of doing 

things, also. 

Q What would that repre3ent then? 

A That would repreaent the unconsolldated 

1 

figure at that point. 

q Would that repre3ent an item in dispute or 

claim? 

A It might. 






q What else mij;ht it reprc 3 cnt then? 

A I don 1 1 know what else it micht represent, 


;ir. 


Q 

in item 
A 
Q 


tfouldn't you say 
dispute or claim, 
îlot necessarily, 
Ther. I ask you. 


that J.t could oniy reposent 
from your Icnowlcdr.e'r 
sir. 

what else could it represent'.* 


A jt could roprésent a loss that had not y e u 

hoon jouroaled to the profit and loss acooun,. 

Q In view of your prier statenent that tnc 
normal procedure and the, as I took It, o^oan procodur 
v;culd be to charge them off to the traiin; account, 
you make tia t statement now? 


A No, sir. 

G Is that your opinion now? 


A No, sir. 

I am a bit confused with you • question at 


this point, sir. 

q I a 3 ked you before what would be the usual 

procedure for writing or handllng buy-ins. 

r 

A There are several. 

q Profits or losses? 

A There are several acceptable v/ay3 jf trsat_n 

buy-in 3 , and Mr. Sloan has used one at one time and one 


at another. 
















«MMntfC'imra «UVORCA^T'W AVl **»■ 


«r™ 

* ♦ 


" W » . ü» «. VWI- W » wrw 




/?- 3 ( 6 ? 2>7 

What was the one he used at one ti.no? 

At one time he reflected a buy-in account. 


For what purpose? 

I dort't know, 3lr. 

Ail I kncw 1s what his book3 reflcct. 


Would tàt represent a clalm or an item in 


dispute, to your knowledge? 


To my knowledge 1 would hâve r;c kncwledge of 


that, sir. 


Q Then youcan't say that it was in the régular of 
a regular routine or procédure at ail, can you? You 
hâve no knowledge? 

A I hâve no knowledge. 

Q Did you ask Mr. Sloan prior to the préparation 
cf this exhlbit, did you ask him to explain the3e items 
that you note a3 new? 

A Th i3 Exhibit meaning lôA? 

% 

Q Y e s. 

A No, I did not. 

Q Is there any reason why you did not? 

A No. I ju3t didn't. 

û You v/ere not instructed not to do so? 


Q The final matter, we loft ye3terday on a 
point conceming the filing of the action 17A5, and 


i , v*> ' 


KJ 











A - "Sxtf 


you had made a statement when we v;ere off the record, 
and I would ask you to repeat it for the record now, 
in recari to the natter of 19^0, annual report requiro- 


. -.ent? 


A Wo^ld you repeat that, s_r? 

■,/ould you please State, te your knowledge, the 

effoot re;;arding the 19 7 0 anr.ua 1 report of dloan "• Co., 
s'm'lar t the statement you made yesteriay, of* the 


ue cord? 


A I said it v;a 3 ny thru.-.ht that the 17A5 repor- 
subnlttsd by Hr. Lebn as aï 1971 data, was not aecepted 
f(,r the late — for the 1970 fi Une. 

, What particularly did jfou say about that 

requirod fleure then? 

A I said it was ny understandi ne, or ny thourht, 
that the 1970 late flllng or non-filinc, v;a3 not s ° inü 
to he made an Issue. 

Q De you lcnow-- 

A That was only my own opinion. 

c Did anyone dlscuss that with you? 

A Noj 3lr• 

q ; â d you heard that comment ln your office? 

A No, sir. 

- v/lat made you drav; that conclusion? 

A I really couldn't say. 




4 - TTfû 259 

1 Ç, You just thought of it one day? 

2 AI thought tho entirc situât ion v/ith the Sloan 
firtn v/a 3 hinging upon hls capital position, rather than 

4 ! the matter of filings belng late or not. 

5 j! Q To your knowledge, v;as that matter finally 
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brought to a point in the meeting of July 31st date? 

A Not to my knowledge. 

Q About that? 

A I hâve no recollection of that, sir. 

Q Ofthat meeting, at ail? 

A Of the meeting, not in relation to the '70 or 
'71 filin g. 

O Concerning hi 3 financial condition, wa3 that 
discusaed at the meeting? 

A Ye3. 

Q You were présent at that meeting? 

A Yes, sir. 

Q Do you recall the details of the agreement 
from the Commission aide, as well a3 Mr. Sloan's side, 
at that time? 

A Not the details, no. 

q Do you know if it was agreed that Mr. Sloan 
would be able to liquidate hi3 positions? 

A It was my understanding that he could liquidate 


25 


yes, sir. 
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Q Did you unierstand that he would be permitted 

to mahe deliverles of exJstinü contracta? 

Fa II te deliver and recelve contracta? 

A I don't really recall that, but I would asou. - 

tint that would be part of a 3elf-liquidâtIon. 

Q la there any other way he oould hâve liquîdated 

and r;ot hlmself into ratio, without those — 

A Th.it is why I say I don't recall that 

conversation, but that would follow. 

I >5 you know if lt was apreed that he would te 

able to recelve and dioburse cash to honor those commit- 


ments? 


Do you recall that' 


A That would be part and parcel of cleaninc up an 
old contract. 

Q Would you know if he was — if it wao acreed 
that he would be permitted to recelve and disburse cash 
to complété payment of his bills and expenses? 

A I would assume that that was one of the items. 

q Would you remember offhand who else was présent 

be 3 ides yourself? 

A Yourself, myself, Mr. Nortman, and I believe 
there was a fourth party présent, but I don't — Mr. 


Sloan. 


And maybe one other person' 
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a 7a 


A Perhaps one other pereon. 

I don't recall who. 

t 

Q Did you havo — did you look to the records 
of the commission to establish if there is in the record 
a filing for 1970 ? 

Under the action 17A5. 

A I don't believe I ever verlfied that, sir. 

Q Did you look to see if there was a filins for 

1971? 

A I analyzed that filing myself. 

Q What date was that, sir? 

A I don't recall the date, sir. 

But it i3 the Raymond Leon submission. 

C It was not the dateof June 30th, is that your 
3 tatement? 


A No. 

That was January 29* 1971* Tbelieve, the date 
of the balance 3heet. 


MR. TAYLOR: That would be ail, your Hbnor. 
REDIRECT EXAMINATION 

BY MR. RASHES: 

Q Mr. Kanoff, you were questioned before on 
Exhibit 6D and 6 e, the material contained and in reference 
to the February 26, 1971 trial balance and trading 
account, specifically the loac payable to, Iny, and the 
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and the 2,000 Kai3er Steel. 

CoulJ you explain how you treated it and v;hy 

you treated It ln t’ne manner you dld? 

A Well, I treated the long positions as being 
flrr inventory, because that is the way it was rep^r^ed 
to me, and I treated the $58,000 due Mr. Iny, as a payable 
to Mr. Iny, because that is what Mr. Sloan tcld me lu 

was. 

q How, are there other possible ways to treat 
that, Mr. Kanoff? 

A At varying points in tlme, yes. 
q How would you hâve treated it if you would 
hâve known the information that Mr. Taylor brought out? 

A I would hâve let the $58,000 remain as either 
payable to or as a customer crédit balance, and I would 
not hâve given him crédit for the 60 some-odd thousand 

dollars v/orth of securitles. 

Q What wouldthat hâve done to your capital 

computation, Mr. Kanoff? 

A That would hâve put it in a worse light. 

Q A worse light? 

A A worse light. 

Q T’.iank you. 

Now, Mr. Kanoff, when in dlscussing the Februarj| 
Gth figures, i 3 it a fair assumptlon to say when you 
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analyzed these figures or any figures, yo> are basing 
your analysis upon what has been submJttod to you fron 
broker-dealer? 

A From the broker -- 

MR. TAYLOR: Objection, your Honor. 

The vritness has testified that that was only 

one of the materials used. 

He independently acted in many regards, in 
the valuatif.n of securities and apparently other sources. 

MR. RASHES: I will rephrase the question, ) 

your Honor. 

JUDGE TRACY: Rephrase it. 

BY MR. RASHES: 

Q Mr. Kanoff, is it a fair assumption or a fair 
3 tatement to say, fair statement to say to you, that in 
analyzing financial statements you base your analysis 
one, upon the records or documents, trial balances, 

K 

schedules, et cetera, submitted to you by the broker- 
dealer as wc11 as valuations in 3 ecurities you make 
from the plnk sheets and other public news documents? 

A Yes. 

MR. TAYLOR: Objection, your Honor, to the form 
of the question. 

Thi 3 witness is the witness of Mr. Ra3hes, 
and on direct examination he is to ellcit testimony and 



net nre 3cr.t answer» 


’G for the witness to résolve yes o. 


Ho s ho 


ili as»'. the witness and net d-^o -t h m 


e ansv/er. 


objection. 


JUDOS TRACT/: V.’ell, I w-11 overrule the 


I viill allc-w -t, 


MR. P.A31E3: Can you real t'..e que; 


*r. Reporter? 


(Wnereupcn, the pend 1ns question via» re-.l by 


the reporter.) 


A And other information. 

^ What other information? 

A 3tatenento male by the broker. 

Q To you? 

A To me. 

Additlonal bllls that may be on rand and rot 
yet reoorded, things like that. 
q Thank you. 

Mr. Kanoff, coing to your visit to Sloun i 
Co., of April 0, 1971, you testifled before, I telieve, 
you v/cre snown meme tickets. 

t 

A Ye3, 3 ir. 

q Couid you hâve taken a trial balance for the 


end of Maroh, 


of the flrm of Sloan & Co. from those mémo 
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tickets? 

A No, sir. 

5, Why not? 

A Becauoe they would be thc -- the entry it3elf, 

I would hâve no knowledge of what the prior balances v;ore -n 
the ticket account. 

rIR. RASIIESt Excuse ne, your Honor, for a 

moment. 

Q Mr. Kanoff, do you hâve the documents dealinc 

with the trial balance and capital computation of July 
31st in front of you? 

! 

A Yes, I belleve I do. 

q I direct your attention to Diviolon's Exhibit 

8l), the Sloan trading account, as well as Division's 
Exhibit 8F, your analysis. 

A T hat is the Jyly 3l3t . 

Q Yes, sir. 

Mr. Kanoff, what did Mr. Sloan hâve on 
Dlvicion's Exhibit 3 d 33 valuation of his lmc; securities? 

A $29,667.19. 

q Mr. Kanoff, what valuatJrn did you cive his long 

securities? 

A 21,642.59. 

Q Mr. Kanoff, takinc Mr. Sloan's valuation for tne 

moment, what chance would that hâve had on your total 
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Mr. Kanoff? 

A $68,000, in round numbei-o. 

0 Now, Mr. Kanoff, in the 3ame area, lot us 

« 

assume for the moment that you had given, which y ou dld, 
but you had given Mr. 3.oan or Sloar. 3: Oo., crédit for 

200 shares of Volpex at $14 a share. 

What would that hâve done to the capital défie! 


then? 

A On the same date? 

Q Same date. 

A 200 shares at 14^ 

Q Yeo, 3ir. 

A Reduced it ’oy another $2,200. 

Q Thank you, Mr. Kanoff. 

Could you please explain or olarify for me the 
procedure in valuing seourities, when you analyse them 
for capital analysis purpose*? 




1 


2 


3 


4 

| 

! 
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A I don't underctand your question, 
q I v; 111 rcp'r.rase it. 

How de you value a long socurity? 

A Well, we détermine the current market pr.'oe 
and that in the valuat ion. 

Q What prise would you take for ar. ovor-the- 
ounter seeurity in thé trading account for capital 


8 'I 

9 
10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 


computati on? 

A Lonc position, I would take the hichest fleure 
in the oheets. 

v In the short position? 

JUDGE TPACY: That has already been testified 
to ad infinitum. 

A Lowest. 

Q What doe 3 th s do for the broker? How dce 3 
it présent his figures? 

A This puts his positions in the best light. 

14 Mr. Kanoff, how many inspections, oince 
you hâve been working for the Commission, hâve you 
engaged upon? 

A Inspections or computations? 

Q Broker-dealer Inspections, sir. 

A Say approximately 150. 

Q Approximately how many of those firms were 


25 


doir.g business at thetime of your inspection? 




A - 27 ? 


2 C8 


A I • ci say about 99 por cent of them. 

ç. v/eve you ever présent whon any of thèse 
•fns received téléphoné calls? 

A Yes, sir. 

Q Were you présent when the conversation too.c 

place over the téléphoné? 

A Ye3, sir. 

r- Hâve you -- Mr. Kanoff, :.f you heard somcone 

pjck up a téléphoné at a brokerage firm and give a quotc 
Into the phone, would you assume he !s glvlng a quotas* on 

on a securlty? 

A Ab 3 olutely. 

MR. TAYLOR: Objection. 

JUDGE TRACY: I will allow the question. 

What is the oasis of the objection? 

MR. TAYLOR: The line of questioning is totally 
irrelevant to this complaint and Mr. Rashes bas asked 
Mr. Kanoff to assume — 

JUDGE TRACY: I think it is relevant to whether 
or not Mr. Kanoff walks into a brokerage firm and is able 
to 3 tate in his opinion whether or not the brokerage 
is doing business. 

He's walked into 150 firms in which they plcked 
up the phone and they are not dead phones, they are talking 


to somebody at the other end. 
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Perhaps in your case there is one exception 

where he is talking lnto a dead pho- . 

MP TAYLOR: I will object to the form of his 


5 


10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


question, sir. 

He asked the witness to assume. 

JUDGE TRACY: Assume what? 

HR. TAYLOR: I think the reporter can road the 
question, but lf he will read lt agaln, you will ask that • 
you will see that Mr. R a 3 hea asked hlm to assume somethlng 

and then give an answer. 

« JUDGE TRACY: Well, what is the assumption? 

Maybe I mi33ed that. 

MR. TAYLOR: May we hâve the question rcad'. 

(Whereupon, the pending question was read by 

ttereporter.) 

MR. TAYLOR: I object that the point of the 
witnesa on direct examination ls to glve statements or 
facts. 

That preclsely ls the point of my objection, 
when Ht. Rashes then Incorporâtes lnto his question that 

he should assume, and then make a conclusion. 

JUDGE TRACÏ: I «111 let hlm rephrase the 

question. 

BY MR. RASHES: 

0 Mi’. Kanoff, you hâve bee* 


in brokerage finns 
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II 


whcn business -- strike that. 

Mr. Kanoff, you visited tho brokerage firrr.3 

on Inspections, correct? 

A Yeo, 3ir. 

Q I think you Juot testified that 99 per cent 

of the brokerage fir.no you hâve visited hâve been do Inc 
business while you vJsited them': 

A Yes. 

Q Hâve you ever heard conversations, hâve you 

overheard conversations on the téléphoné? 

A Ye3. 

q Hâve you ever heard the call, the per3on on tnc 

téléphoné in the brokerace firm you are inspecting 
converse with soraeone on the téléphoné? 

A Yes, sir. 

Q Hâve you ever heard them give quotations over 

the téléphoné? 

A Yes, sir. 

MR. TAYLOR: Your Honlr, I again rise to object 
t. thls entire line of questioning, in view of the fact 
that ilr. Kanoff cannot hâve heard the conversations 
unle3S it is an open téléphoné, and that groundwcrk has 
not been laid. 

He I 3 again aaking the witnes3 to assume. 


JUDGE TRACY: Let's — thls line of questioning 
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bas been gone over and cvor, but the point is — 

MR. RA31IE3: Wc wlll move along. 

JUBGE TRACY: If you trled to brin g ont, at 
least by inferer.ee, that Ilr, -- the cnly thing that I 
inderstand, that Mr. Kanoff is teing a3ked to testify, 
ls he'o been In a hundred brokerage firins, he'o cneountered 
the aa i 2 type — thls is the way busineas Is conJuctcd. 

Ergo, when he v/alks In to 31oan, ho's doinr 
the sane thing, he's assuming Sloan la conductng business. 

MR. TAYLOR: I objoct to that assumption from 
this witness. 

JUDOS TRACY: I will allow it as an er.perieneeî 
broker-dealer v.’ho'se gone into ISO different fris, 
this is the type ofætivity that he goe3 into, when 
they are conducting business. 

MR. TAYLOR: Not to belabor the point, but 

I will male this one final refereice. 

The fom of the question 13 so improper, 
there is not a proper fbundatlon made a3 to whero Mr. 

Kanoff heard these conversations, and I think It's a 
practice that the Commission people do not go into the 
trading room, they conduct their business in the brokers 
business office. 

JUD3E TRACY: :1e d'dn't hâve— he didn't havo a 


trading room. 





6 

7 

8 1 ! 

9 S 

10 |l 

11 | 
12 

13 

14 

15 

16 

17 

18 

19 
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21 
22 

23 
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MR. TAYLOR: île is not asking about Gloan. 

MR. R A3! ES: I bellovo that the rospondent»a 
attorney oponed thia line of queotlonln- on Lis ;ro33, 
and I an just trying to eetublish throujn Mr. Kanoî-'a 
expérience, whethor — viia^ his expérience le in tais 


area. 


J'JDGE TRACY: Vieil, I will ullov: the question. 
I tirlnk we will discontinue this line of 


quostioning. 

BY MR. RA3HES: 

Q Mr. Kanoff, in yr«ur expérience when you hoar 
a quote cône over the téléphoné, 3 omeone givea a quoto 
on the téléphoné, are they doing bU3ine3S? 

A Let me 3 ay in my experlence, having worked 

a trading ùesk nyself, that is doing business. 

Q Thank you, Mr. Kanoff. 

A If I rnight nake a point of Information 

JUDGE TRACY: That 1 3 enough. 

Q Mr. Kanoff, do you hâve Division’ s Exhit it 
Division 1 s Exhibit 9 in front of you, the 8-31 trial 
balance and your analysi3? 

A Yea, air, I hâve. 

Q What 3 3 the deficiency in your analysis, -Ir. 

Kanoff? 


25 


A 


Approxlnately Çl6,000. 
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1 

2 

3 ! 

! 

4 I 

II 

5 II 

I 

6 

7 j 
ë 1 

I 

9 [j 

10 

11 

12 

13 | 

14 

15 

16 

17 

18 

19 

20 
21 

I 

22 

23 

24 


Q I want te 2 hov; you DIvt3i.cn 1 s Exhibit l r . 

What is tne adjusted deficiency? 

A The adjusted deficiency ta 15 , 7 ^ 9 . 

Q Mr. Kanoff, tuminr; to the schedule of tradin~ 

positions you werc supplied by the roopondent, for ar,ju¬ 
gent ’s suke, if v;e L ;ive value, a value of .*2,300 to Volpex, 
and upproxlmately C>288 value to American :iac'.n", ar.û 
approximately $1,400 to — v/ell, if v/e use Mr. Sloan'o 
valuation, security valuations — 

A May I hâve those agaln, 3ir? 

0 Look at Tir. Sloan's -- strike that. 

Mr. Kanoff, would you please compare Mr. Sloan' 
valuation of lony, securities on his trial balance, wlth 
your valuation on the analysis? 

A Yes. 

MR. TAYLOR: May I Just ask for clarificat Ion, 

please? 

la Mr. Ra3hes now concedinc that the39 v/ere 
errors and he is now puttins tnem in? 

If not then the hypothetical issue la moot 
and should not take our time. 

JUDGE TRACY: Ail he wants to show i3 that if 
ycu allow your correotlons, there 1s atill a deflclency. 

MR. TAYLOR: He is acknowlcdcinc they are # 
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4 
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JUDOS TRACY: You are tryinij te put w.rrdo 
in everybody'o mouth. 

It doesn't make any différence whothcr ne 
adnits it is an error or mistake. 

He :■ 3 sayin.; a 3 surr.in 2 yowr fi jures aro 
correct, d oes jt make any différence in tho deficicncy. 

T’u's is Ju31 a semantie arryunont. I un r.ot 
20 inc* to got into that. 

Q Mr. Kanoff, dlrectly, I believe the Sloan — 
what doo3 tho Sloan trial balance fer 8-31 value lonc 
securLties as? 

A 2 °,667 and oome pennies. 

Q This is for AugU 3 t 31st? 

A I'm sorry, I an looking at tho wronj one. 
25*846 and pennies. 

Q Mr. Kanoff, in your computation, what do you 
value Sloan's lonc securitiesat? 

A 2,701. 

Q Mr. Kanoff, for the moment, without concedin 
anythin;-,/ if we took Mr. Sloan's valuations, what change 
would that hâve on hi3 net capital computation? 

A It would reduce the devidiency by $2,200. 

Q What wculd it be at that point? 

A Approxlmately 14 thousand 3- 

Q Thank you, Mr. Kanoff. 
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(Recess taken. ) 
BY MR. RASHES: 
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Q Mr. Kanoff, going to the Cinemation short 
position, July, 665 , August, lt's 100 short and in 
Scptemter it's 10 long. 

Could you explain how you trsated that item 
in preparing lôA? 

A V/ell, starting with the 3hort position of 
665 , assuming that he wa3 going to be permitted to 
liquidate, the August position of short only 100, 
reflects clearing up the 565 shares. 

Q Tir. Kanoff, in connection with any of these 
new positions on this whole Exhibit 16 a, did you ever 
get any buy-in notices from Tir. Sloan? 

A Did I ever reçoive any? 

Q Did you ever receive any buy-in notices from 
Tir. Sloan? 

A No, sir. 

MR. RASHES: Thank you, Mr. Kanoff. 

RECROSS-EXAMINATION 


BY MR. TAYLOR: 

Q Now, Mr. Kanoff, in reference to February 26th, 
again, please, and based upon the question directed to 
you from Mr. Rashe 3 before , did I under 3 tand you correctly 
to say that if the $64,000 Kaiser position wa 3 to b 3 
Joined with the $50,175 loan payable to Mr. ir.y, t!.at tlut 


| 

J 
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resuit would make the defioiency worse on February 2stx.. 
Was that your statement, sir? 

A Ko, that was not my statement. 

Q, It was not. 

Would you tell me what you said then, please, 

sir? 

A What I sâid is a3suming that the $58,000 was 
a crédit balance, mondes owed to Mr. Iny, that wculi .uave 

no change on the liabil-ty slde. 

If the stock in fact belonged to Mr. Iny, 
in addition to him havîng $ 58,000 in his account, it 
would make Mr. Sloan's position at that point worse. 

Q That was the same answer you gave pruor to 

Mr. Rashes' question. 

A I thlnk I explained it a little more fully 

at thls point than I dld when Mr.Rashes asked me. 

Q I think you dld, sir. 

May I ask you, Mr. Kanoff, did Mr. Sloan over 

tell you ttet the Kaiser Steel belonged to Mr. Iny, 
and that the $ 58,000 had been the money used to purchase 

those securities? 

Di d he ever tell you that'. 

A I don't believe he ever did, sir, no. 

0 That 13 the beat of your recollecticn? 
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The beat of my recollection is conversations 


that I had with Mr. Iny. 


q Did he apeclflcally reply to any question 

o? yours in that direction? 

A Mr. Iny, as I recall, told .-ne he had a total 

cf approximately Just over $100,000 worth of equlty 

Up with Mr. Sloan. 

V/hich wouid, to my mind, be cash plus stock. 

o as at v/hat t.'me? 

Did he mention a date on t, s^r? 


A He did, but I don't recall the date at tne 


moment. 


Do you know if it was the Febeuary date involcec 


here, February — 

A I don't recall, sir. 

q Did you a 3 k hlm apeclflcally In regard to the 

February 20th natter, whether the Kaiser Steel was 

purchased out of the 4*53,175- 

A The best of my knowledge, my recollection along 

■chose Unes, was that Mr. Iny sald he had put up cash flrst, 

which wouid indicate a crédit balance. 

Ile wanted to see how Mr. Sloan wouid execute 

tlicse order3 for hlm. 

q so wouid that lead you to conclude that the 
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rr.cncy was first pat up to buy the shares of Ka:sor 


Steel, air 1 ? 


It would le a J rnc to belleve tînt some monoy was 


first pat un, prier to sono steel beinj bou~ht. 

I -or. ’t îcnow tho nunbers cf s; îares and nov; 
nuch would be loft ove^ ono way or another. 

Q Would yoa Icnow the amount at whioh Kaiser 
wr.o uctually purchased, as cempared to the market value 

of 64,000? 

A No, I don't. 

q Dld yoa over lool: Into it, sir? 

A 1 belleve I saw Mr. — excuse ne -- Mr. Iny’s 
records that the stock was bousht at 32 and a fraction. 
Thcre we^e several lots bought. 
q Would that approxinate ly be $ 581 176? 

A Sonie of it would, I suppose. 

Q Pretty close would you say? 

A I couldn't say. 

Q May I a3k you -- 

A There were other securities involved in it, 

aise. 

Q May 1 ask you if the proposition that I had 
previously asked, that was referred to by Mr. Rashes 
was correct, that if thls Kaiser Steel in fact belonged 


25 









A 


to :*r. Iny, and that the $58,000 was uaed to pay îor o, 
v.’ouid that n::t improve thc computation a3 at Februarj 


2Cth? 


If the deb.'t of the purchaae and the 58,000 


\.ere nerged -- 


v Joined. 

A That - 3 what you are referrin?; to? 

Q Yc3j 3ir. 

A That would be an er.tirely different o 'tuati'-r.. 

Would you offhand know hcw much that would be 

in the way of improvement? 

A I could compute lt. 

C Would you take it it would be ovor $20,000 
, nn the ha iront , and the five per cent removal from aggre- 
G ate necessary on the loan fleure, that it would be over 


022,000? 


bet me go through it in iny own mind. 

He would lose the 60 odd thousand dollars 


wortn of assets entirely. 


r And $58,000 of liability? 

A And $58,COO ofliability, and the haircut 


or. the 3 tock. 


llow nach would that como tv. : 
Well, may I hâve a moment? 


25 
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1 

* 4 . 

?.cu"hly, chec’.c it, yes, air. 

• 

2 

fl 

A 

I arr eonfuscd hors now. 


3 


What valuation are v. ? e puttinn on the Kaiser 


4 

Staël? 



5 

C 

I will ^ive you a shaet of râper. Securitlou 


6 ' 

are Ch,000 

• 


, 7 

1 


54,000. 


8 

’■%» 

The 7.0an is 53,175. 


9 

A 

So you would lose that. lie would looe the 


10 

64,000. 



11 

3 

Would that leave a net effect upon capital of 


12 

13 

$5,325? 

hemovin^ the lonr; posit’on and removinô the 

• 

14 

liabllity? 



15 

A 

I don't foliow that. Just a moment. 


16 

A 

Ye3, 5,000 plus the haircut. 


17 

50 3ome-odd hundred. 


18 

• t 

And the haircut on 64,000 at 30 per cent, is 


19 

$19,200? 



i 20 

A 

19,2. 


21 

Q 

That would be a plus — 


22 

A 

*es. 


| 23 

Q 

Would it, in your computation, 3.'r, the 


24 

58,175, under the nie, flve per cent of it, also would b a 

• 

25 

_ 

,;3lncd In 

the computation? 



„ e» 
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That i3 my understandiny, yea, air. 

TAYLOR: I will hâve ho lot that stand, 


then. 


REDIRECT EXAMINATION 


BY MR. RASHE3: 


Q Mr. Kanoff, Just one question briefly or two 


Questions. 


Goin^ back to the now famous Feb"uary £‘ tn 


trial balance. 

A Which one is that? 

q And dealin^ with Mr. Iny's loan puyab ..e and 

* i 

| 

the Kaiser Steel position. i 

A Yes. 

q Was that the way Mr. Sloar.'s books reflectod 

lt, the way you treated it on the trial balance at that 

time? 

A The way I treated it on the trial balance, was 
a combination of what Mr. Slcan's books reflected and what 

he told me the $58»000 was. 

q When dld he tell you lt was -- what the $58,000 


was? 


Wh.lle I was in his office. 

Thar, would be aound March 19th? 

That was the visit of the 19th, yes. 
MR. RASHES: No further questions. 


26 
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MR. TAYLOR: Nothing furthor. 

JUB4E TRACY: I hâve a question. 

If anybody wants to object to it, to my 
question, they may do so, and it will be withdrawn. 

In ail of your testimony here, Mr. Kanoff, 
you -- 1 ccunted 3.lx visit3 that I made dates cf, 
v/hich you testified specifically about. 

You may hâve made others, but in any event, 
these were visits in whlch you testifiecl that you 
observed Mr. Sloan talking on the téléphoné and making 
quotes and so forth. 

Did you ever ask Mr. Sloan what he was doing, 
jf he was conducting business? 

THE WITNESS: No. 

It was obvicus to me that he was. 

JUDGE TRACY: No further questions. 

MR. TAYLOR: I hâve no other questions, your 

Honor. 

JUDGE TRACY: The wltness is excused. 

(itfitness excused.) 

JUDGE TRACY: We will reconvene at 2:00 and 

adjoum now for lunch. 

(Luncheon recess taken at 12:55 p.m.) 


«*** 
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A Thls amount of money 

ME. TAYLOR: I raise the question of the 
relevancy of thce questions. These are matters far 
outside of the period of the complaint. Are these matters 

relevant, sir? 

JUDGE TRACY: For backpround. 

MR. RASHES: These are backpround questions. 
JUDGE TRACY: Probably in the file, any way. 

MR. RASHES: In addition, your Fonor, we had 
some testimony about $10,000 that was deposited, yesterday, 
in a loan, in the capital, and I would like to clear that 

matter up. 

MR. TAYLOR: That is in the period of the 

complaint. Is this a matter in the complaint? 

That's my original question on relevancy. 

MR. RASHES: Just backpround information, your 


Honor 


JUDGE TRACY: I will allow a certain amount 


i 

of background information. 

q could you please answer the question, Mr. SLoan? 1 

A Well, Mr. Theodos and I were both general 

partners of the firm. The amount consisted of the com- 
binèd assets of b'oth myself and Mr. Theodos. 

Q Where were these combined assets maintained? 

A Maintained in bank accounts which were 


? 
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'il 

,aintained 

individually by myself and Mr. Theodos. 

I, 

2 li 

Q 

Were they ever marked to Samuel H. Sloan i Co.? 

i; 

si 

■> , 

i 

These bank 

accounts? 

^ i! 

ii 

A 

No, they were not. 

5 ; 

0. 

Did Mr. Theodos subsequently leave the firm 

6 ! ! 

of Samuel 

H. Sloan? 

i. 

7 i; 

A 

Yes, he did. 

ti 

»! 

Q 

When did he leave? 

i. 

». 

9 •; 

B 

A 

I would say on or about the first week o° 

10 jj 

*! 

January, 

i 

1971. 

" j 

Q 

After Mr. Theodos left, how many employées 

iî i| 

did the flrm employ? 

à 

i. 

> 

13 t! 

A 

After Mr. Theodos left, the firm had no 

!i 

M | 

employées 

unless you count myself as an employée. 

15 || 

Q 

Thank you, Mr. Sloan. 

.. 

A 

This is the immédiate period after Mr. Theodos 

17 

left. 


18 

Q 

In that immédiate period, who handled the 

19 

trading 

of Samuel Sloan & Co.? 

20 

A 

I did. 

21 

Q 

Who handled the bookkeeping? 

22 

A 

I did. 

23 

Q 

Who made the decisions of the firm? 

24 

A 

I did. 

25 

Q 

Mr. Sloan, do you hâve any training in 
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1 1 

; 

accountinr, 

practices or procedures? 

t ; 

A 

No, I do not. 

■i 

Q 

Mr. Sloan, when did the firm start doinr 

4 i 1 

h 

business? 


5 Ü 

•t 

A 

The firm started doinp business on Juno 26, 197C 

6 ! 

Q 

Mr. Sloan, was the firm doinp business in 

7 'I 

il 

January of 

1971? 

u i' 

8 u 

s 

A 

Yes, it was. 

i 

9 i 

1 

Q 

Was the firm doinp: business in February of 1971^ 

• I 

10 

A 

Yes, it was. ■ 

11 

1 

1 

Wa 3 the firm doinp business in March of 1971? 

12 

A 

1 

t 

Yes, it was. I 

13 

Q 

Did there corne a time when the firm stopped 

14 

doinr, business? 

' 

15 

A 

Yes, there was a time. 

16 

Q 

When was that? 

17 

A 

Well, on July 28, I believe was the date. 

18 

I»m not sure of that date, maybe the 29th or the 30 th, 

19 

sometlme in approximately the end of July, I went to 

20 

the Commission’ s office and on advice of my attorney, Mr. P.< 

21 

Weis3, and 

on the advice of my counsel — my accountant, 

22 

who was Mr 

. Taylor — 

23 

Q 

I did not ask you these questions. I Ju3t 

24 

asked you 

whether the firm stopped doinp business. 

25 


Can you please answer the questions as asked? 







MR. TAYLOR: May the witness be permitted 
to complété an answer. 

JUDGE TRACY: I will let hlm. 

A Okay. 

I made an agreement between, which involved 
my attorney and my accountant and Mr. Canoff was présent 
and Mr. Northman was présent, whereby — Mr. Morthman 
of the Commission urged that I discontinue dolng busines 
untll ny capital problems were reslved. 

I agreed to discontinue doinp business at 
that time, with the understanding that I be allowed to 
receive and dellver securities and I be allowed to 

I 

make payments for the securities received and to receive 
payments for the securities dellvered, and then I 
transact — and that I transacted these receipts and 
deliver to my bank account and also I would be 
permitted to buy any securities that I was long, and 
that I would be permitted to sell any securities that I 
was short. 

And that I be able to make any other trans¬ 
actions which would be necessary in the point of view 
of liquldating the general business of Samuel H. Sloan 
& Co., and improving my capital ratio. 

Q Mr. Sloan, did you apply for listing in the 

t 

pink sheets, with the National Quotation Bureau in 
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December of 1971? 

A Yes, I dld. 

Q Were you approved for listinp? 

A Yes, I was. 

Q Dld you, ln fact, submit ouotations to the 

plnk sheets? 

A Yes, I dld. 

0 How many, Mr. Sloan? 

A I would say I submltted perhaps during that 

particular perlod — are we talking about December of 


11 

12 

13 




14 

15 

16 

17 ï 

18 

19 

20 
21 

il 

22 il 

23 

24 

25 


1971? 

i 

Q Well, we are talkinp December and January, Mr. I 

i 

Sloan, December of 1971, and January of 1972. 

A I couldn't recall how many listings I actually 
submltted. I know there was a perlod I believe I put 
an application ln to the Quotatlon Pureau to be allowed 
to make listings In the plnk sheets on December 2nd, 1971, 
•and that lt took a perlod of time before the Quotatlon 
Bureau processed my application. 

I believe, and I’m really not sure of the 

i 

exact date here, but I believe, commBncing with the 
first week of January, 1971, I put a few quûtations cards 
in the plnk sheets. I am not sure that I put any 
quotations there, but Just the cards. 

Q Mr. Sloan, dld you testify before the Commission 
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8 '! 
i 

** I 

ij 

io ;i 


11 

12 

13 


)i 

’i 

I! 

n 

'I 

il 


16 : 

17 

18 | 

19 : 
20 ! 

21 

22 

23 

24 

25 


on January 2nd, 1972? 

A I testified — there was a date that I 

tcstlfied before the Commission. I don't know if that 
was the date. That may hâve becn the date. 

Q Mr.Sloan, were you asked the followinr 
questions and did you rive the followinr, answers» on 
Pap,e 17 : 

''Question: Hâve you listed any securities 

with the National Quotation Bureau and in the pink 
sheets since December 2, 1971? 

"Answer: Yes. 

"Question: Approxlmately how many securities 

did you llst in the pink sheets? 

"Answer: How many different securities? 

"Question: Different securities? 

"Answer: I may hâve listed as many as thlrty." 

Do you remember belnr asked those questions 
and rivinrthose answers? 

A I don't particularly recall — I recall that 

particular line of questioninr. I don't recall 
the exact numbers. 

Q Well, Mr. Sloan, is that your testlmony, today, 
that you listed approxlmately thirty in the pink sheets? 

A You hâve to realize on January 21, I knew 
exactly — I assume my testlmony was correct. 
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9 ! 


10 il 

11 
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15 Ü 

; 

16 i 1 

17 

18 
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23 
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Q You stand by your testimony, Mr. Sloan? 

MR. TAYLOR: May I just show him the=copy, 
so maybe it will help him to understand what h has had 
read to him. 

JUDGE TRACY: Show it to him. 

DY MR. RASHES: 

Q Mr. Sloan, do you now remember makinm that 
statement? 

A I believe that I did make that statement, but I 

don't remember the exact number. 

0 Okay. 

A I would like to make one distinction here, 

if I may? 

Just because I put a card into the National 
Quotation Bureau, does not mean that I am a buyer or 
seller of th'Jse securitles. 

Now, in paifcicular 

MR. RASHES: Your Honor, could you please 
direct the witness not to — not to volunteer answers. 
Please ask him to answer what he ' s asked andnot p,o beyond 
that over on these random conversations. 

MR. TAYLOR: The wintess requested the consent 
of the examiner to complété his answer. I think he 
should be permitted to finish. 




25 


JUDGE TRACY: Where? 
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MR. TAYLOR: In the response to this question. 

! 

JUDGE TRACY: Is that part of the response 

I 

to that question? 

:• . 


MR. TAYLOR: i Pelieve it was. 

Then, he explained what he meant by the 
implication of those words. 

JUDGE TRACY: I will allow the explanation. 

A Now, the question regards as to whether 
I put bid and asked quotations in the pink sheets, on 
these 30 issues. 

While I do not recall the exact numbers that 


12 


13 


14 


15 


16 


17 

18 

19 

20 
21 
22 

23 

24 


ve?e involved, I can assure you that I did not put bid 
and asked quotations in the pink sheets on thirty 
different securitles. 

Q Did you put them on twenty different securities 

Mr. Sloan? 

A I hâve no idea. 

I know that most of the securities, if not 
ali the securities, did not contaln bid and asked 
quotations. 

MR. RASHES: Mr. Reporter, would you please 
mark this as Dlvlsion's Exhibit 17, for identification. 

(Whereupon, the document above- 
referred to was marked Division' 
Exhibit No. 17, for identifica¬ 
tion, as of this date.) 


I 

i 


J 


S 


25 
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BY MR. RASHES: 


Q Mr. Sloan, I show you Division’s Exhibit 17, 

and I ask you what It ls? 

A Well, thls would appear to be a photostat, 

presumably provided by the National Quotatlon Bureau, 
of various cards whlch appears to be cards whlch Samuel 
H. Sloan & Co. would submit to the National Quotatlon 
Bureau, lf they wanted securlties listed in the National 

Quotatlon Bureau. 

Q Mr. Sloan, you say what they appear to be. 

Are they or are they not quotations that you 


put in? 


Thls is just a photostatic copy. I am not 


prépaie to say that — 


MR. RASHES: I look to Mr. Taylor. I believe 
we stipulated to the authenticlty of these copies, Mr. 


Taylor? 


MR. TAYLOR: I stand mute. 

Am I beinR questioned? 

BY MR. RASHES: 

q Mr. Sloan, referrin* to these cards, if you 

will, the photocopies of the cards 
A Right. 

q Vendotromics corporation, 1/3, dld you 

submit a quotatlon to the National Quotatlon Bureau on 
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that date for that stock, sir? 

A No. In the previous testimony, which I made, 
which apparently Mr. Taylor bas on ny desk, I seem to 
recall this particular line of questioning was followed. 


At that time, which is January 21, as you say, 
ail these questions were very fresh in my memory, because 
we were talking about something that happened quite 
recently. 


Now, we are talking — 

Q Answer to the- best oi your recollection, and 

I will try to refresh your recollection, if you hâve any 
problems. 

MR. TAYLOR: Why don't we let him look at 


the testimony, your Honor? 

MR. RASHES: I could read it in. 

MR. TAYLOR: Would there be an objection to 


that, sir? 

JUOGE TRACY : Yes, there would be. 

MR. RASHES: I will read him the answers. 

THE WITNESS: In Vendotronics Corporation, I 
happen to know that I hâve a security position at the 
présent time. In Vendotronics Corporation. 

But, I haven't bought any or sold any 
Vendotronics Corporation for over a year. Consequently 

January 3rd, I also has a 


25 


I would say in July 





s \ ? 
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security position in Vendotronics, and it'a quitc possible 
that I went in the pink sheets for the purpose of indicat- 
inp; an interest in this particular stock, because I had 

a security position in it. 

q Mr. Sloan, did you cause to be listed in the 

yellow bond sheets, 2056 East Uth Street corporation? 

A As a matter of fact, as I recall in this 
particular issue, that bond was not listed in the 


pink sheets. 


In the yellow sheets, I said. 

It was not listed in the yellow sheets, as 


I recall 


q Do you remember testifying before the Commissiorj 

on January 21, 1972? 

A I recall the — I recall testifying before 

the Commission. I don’t know if -that*s the date. 

q -Do you remember the following questions being 

asked and the following answers: 

"Question: Did you cause to be listed in the 

yellow bond sheets 2056 East Hh Street Corporation? 

"Answer: Yes, I believe so. I’m not sure, 

I imagine." 

A HereS the thlng, I don't thlnk this 2056 
East Uth Street Bond ls ln existence any longer. I thlnk 
that went out of business 


9 
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l 


I am asking you if you caused it to be listed? 
I believe I did not. 

Are you changing your prior testimony, Mr. 


Sloan. 


A I hâve since discovered the Bond was never 

listed inthe pink sheets because it didn't exist. 

In the Yellow sheets, do you understand what 

I am trying to say, Mr. Rashes? 

I think that you are — 

BY MR. RASHES: 

q Mr. Sloan, did you cause to be listed on the 

1/3 Bond Sheets, 12 East 97th Street Corporation? 

A Yes, I believe that was the same situation. 

What it was is that I expressed an interest in these 
bonds and then in our investigation, I found these 

bonds were no longer outstanding. 

Q You did cause them to be listed in the 

Yellow Bond Sheets? 

A I don't believe I did, no. I would hâve to 

check — I hâve the Yellow Bonds sheets for that 

particular day in my office. I keep these pink sheets 

for a period of two years. 

q Mr. Sloan, do you remember being asked the 

following questions and giving the following questions. 

I am quoting, now. 
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» j| "Did you cause to be listed on 1/3 the 

r 

2 | Bond Sheet, 12 East 97th Street Corporation? 

ij 

3 ' "Answer: Yes." 

i 

4 ii Qo you remember being asked that question 


5 

I 

9 




10 

11 

12 



and giving that answer? 

A Yes, I believe I do. 

Q Is your memory clearer today then it was 
when you testified on January 21, 1972, pertaining 
to this listing? 

A T hink my memory was better then, just that 

these two bonds that you mentioned were not 
contained. You see the National Quotation Bureau has a 



13 very long list of securities for which it will accept 

j. 

14 j listings in the pink sheets or yellow sheets. 

15 I If I attempt to put a card in on a securlty, 

16 ' which is not listed on that list, then,of course, 

17 it will take out and won't appear in the pink sheets. 

18 This is ail I am trying to say. 

19 Q Mr. Sloan, what is the right answer, today? Didj 

20 you put this listing in or didn’t you put this listing in? 

21 Al believe that I submitted a card for National j 

22 Quotation Bureau, asking for a listing on 2056 East 4th 

23 Street, Six percert in 1924. 

24 Q Mr. Sloan — 

And that this card was kicked out and wa3 


25 


A 
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i • 

1 rejected by the îlatlonal Quotatlon Bureau on the grounds 

M 

2 j that these bonds hâve since passed from existence. 

|i 

3 . Q Mr. Sloan, dld you cause to be llsted ln the 

| 

•i jj Yellow Bond sheets, on January 5, Vlatron, 6^, 89’s? 

5 ! A Yes, I dld. Probably. 

Il 

6 1 q Were you making a market ln Vlatron? I guess 

ij 

7 computer. 

1- 

8 'j AI had some bonds in my long position. I was 

'! 

9 |j lnterested ln selling at that tlne. 

H 

;1 

10 : Q Were you making a market in the stock? 

i! 

11 !| A No. 

V 

il 

12 : Q Were you offering them for sale, Mr. Sloan? 


13 

ut 


15 

16 

17 

18 

19 

20 
21 
22 


r 



23 


24 


A I was prepared to sell them. I had them in 

position. 

Q Were you offering them for sale, Mr. Sloan? 

A What's — in othr words, I was lnterested 

in selling the bonds. 

Q Did you offer them for sale by putting this 
quotatlon lnto the yellow sheets? 

A No. 

i 

If you look at the Quotatlon Bureau card, lt sayp 

j 

Bond offered, and you will see that there is a big blank 
space there, whlch — which indicatec whether the bonds 
were offered or not. 


25 


Q 


Mr. Sloan, on January 6, 1972, did you cause 
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to be listed in the pink sheets, Rolls Royce, I.trl 


2 11 

1 

A 

I believe I did. 

11 

Q 

Were you making a market in Rolls Royce, Ltd., 

\ |i 

at that time? 

» 

5 ;i 

A 

No, I was not. 

h 

t 

ii 

Q 

Did you hâve securities you wanted to sell. 

,1 

7 !: 

!» 

Mr. Sloan? 


"1 

A 

Y^s, I did. 

|i 

1 

Q 

You were on the offerinp aide, .-ir. ^loan? 

10 

A 

Yes, I was. 

11 1 

1 

Q 

Mr. Sloan, on January 6, 1972, did you cause 

12 '! 

to be entered in the bond sheets a ouotatlon for 

13 1 

Multlflex, 

Inc., or Multitech, Inc.? 

-1 

A 

It appears according to this, that I did, yes. 

l 

15 

Q 

Were you making a market in Multitech, Inc.? 

16 

A 

Mo, I was not. 

17 


MR. RASHES: Excuse me, your Honor. 

18 

Q 

Mr. Sloan, did you cause to be listed in the 

19 

pink sheets, on January 7, 1972, Biomédical Development? 

20 

A 

Says here that I did. I don't recall this 

21 

at ail. 


22 

Q 

Do you recall what side you were on, on this 

23 

listing? 


24 

A 

Mo, I do not. 

25 

Q 

Mr. Sloan, on January 7, 1972, did you cause 


to be purblished in the pink sheets quotations of 
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• 

’ 

Reynolds 

Securities? 



2 i 

1 

A 

Yes , I dld. 



’l 

Q 

V/ere you makinc a market ln Reynolds Securities^ 



4 

A 

No, I was not. 



5 !' 

Q 

Mr. Sloan, on January 7, dld you cause to be 



6 i 

' 

llsted ln 

the Yellow sheets, the bond sheets, Diversified 



7 1 

fi 

i 

Industries, 5 7/8, 93? 



: 

8 ; 

! 

9 ! 

A 

Yes, I dld. 



Q 

Were you makinc a market ln Diversified Indus- 



10 

tries? 




11 

A 

I believe on or about January 7, I purchased 

• 

12 ! 

enough bonds at 25 from Wood, Walker & Co., and I 



13 ! 

sold them 

at h, to Van Alstyne, Noël. I thlnk 

• 



14 

» 

I was making a market. I thlnk you would say that. 

■ 



15 

Q 

You were makinc a market? 



16 

A 

I'm not sure, but I do know I purchased and 



17 

sold the 

bnnds the same day. 



18 

Q 

Thank you, Mr. Sloan. 



19 


Mr. Sloan, dld you cause on 1/7, in the 



20 

yellow bond sheets, Diversified Industries unlts, I 



21 

thlnk lt 

| 

is, dld you cause a listing for that? 



22 

A 

I don’t recall. 



23 


According to this stat«ent, I dld. 


• 

24 

Q 

Were jtpu making a market in that stock, Mr. 


■ 

25 

Sloan? 




\ 
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A No, I was not. 

Q On Janu^ry 7, 1972, did you go in the yellow 
sheets for Alcoa Chemical, 5 1/2, 37's? 

A Yes, I did. 

Q VJhat side were you on that? 

A I think that — I'rr notsure of the dates 
here. I know I previously had a short position in Alcoa 
Chemical, but I somehow think that thls position was 
llquidlcating prlor to this. 

Q Were you making a market in this stock, Mr. 

Sloan? 

A No, I wasn't. 

Q Mr.Sloan, on January 7, did you go into the 
yellow sheets on Texas International Speedway, or 
Speed, 8, 84*s? 

A Yes, I did. 

Q What side were you on that? 

A I had bonds in inventory. I presumably was 

interested in selling them. 

q Mr. Sloan — on the offering side, Mr. Sloan? 

A Yes, 

Q Vfe'e you making a market in that securities, 

MecuSlbàBS, Mr. Sloan? 

A No, I was not. 
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q Mr. Sloan, on January 7, did you go into the 

yellow bond 'heets on Utility Leasing, 6 1/2, 87's? 

A According to this, I did. I don't recall 


the issue.. 

Q What side were you in on.? 

A I don't recall. 

q On January 10, did you go into the pink sheets 

on Viatron Computer Corporation? 

A Yes, I did. 

Q What side were you on? 

A Well, I had bonds in my position, in my 
trading account. I believe this was also the same bond 

you asked me about. 

Q Were you in on the bid or offer side, Mr. 


Sloan? 

A I believe, if you look at my security 

positions, you will see that I was long the bond and I 

believe I was interested in selling them. 

Q Your testimony is you were interested in 

selling the bonds, Mr. Sloan? 

A I believe bd, yes. 

Q Were you making a market in the bonds at the 

time, Mr. Sloan? 

A No, I was not. 


Q 


Mr. Sloan, on 


January 10, did you go into the 
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u 

12 

13 

! 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 


plnk s.ieets on J. Bermac Corporation? 

A No, I dld not. 

Q Mr. Sloan, were you asked the following 
questions and did you give the following answers: 

"Question: On 1/10, dld you go lnto the 

plnk sheets on J. Bermac Corporation? 

"Answer: Yes. 

"Question: V/hat slde was that on? 

"Answer: The offerlng slde." 

Now, Mr. Sloan, were you asked that question 
and dld you glve that answer? 

A I would like to 

Q I would like you to answer my questions. 

A May I say something? 

JUDGE TRACY: Explain it. 

THE WITNESS: Just so happens there ls no 
securlty by the name of J. Bermac Corporation. 

Also, I notice that apparently thls card ls — 
ls wrltten ln somebody’s — I don't know<whose hand- 
writing, who could possibly hâve wrltten thls card. 

I would like to question the authenticity of 
thls particular card. 

In any case, there's no such stock as J. Bermac 


25 


Corporation which was listed on the New York Stock Exchange, 
until about a year ago. And I may hâve put thls card or — 
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this, in the pink sheets. 

Q So, it's your testimony, Mr. Sloan, 
that you were mistaken when you testified in January, 7?- 

A No, I'm not say: : ng that I was mistaken. I 

was don’t believe you hâve my testimony correct, 

becase I don't believe that I ever testified that there 
was a stock by the nameof J. Bermac. 

Q I will again repeat, were you asked the 

following questions and did you give the following 


answers? 


"Question: On January 10, did you go into 


the pink'sheets on J. Bermac Corporation? 
"Answer: Yes. 

"Question: What side was that on? 

"Answer: the offering side." 


Were you asked that question and did you give 

that answer? 

A There was a security by the name of Bermac 

Corporation. If you asked me whether I put a listing 
in the pink sheets on Bermac Corporation, I would say 
that I did. 

Now, based on what you are telling me, I put 
a listing ln the pink sheets on J. Bermac Corporation, whlch 
I am not familiar with. 

q You are saying the testimony you gave on 
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4 

5 


7 

8 
9 


U 

I 

I 

I 


l! 


January 21, was in error? 

A If I could see the testimony, I would — 

Q I hâve read lt to you, Mr. Sloan. I will 

be more than happy t > show 3 ,r i thls one question. 

A It's possible the reporter made a mistake 

in taking down the question. I assure you there is no 
such stock by that naine. 

Q Here's the record, Mr. Sloan. 

A Well, it's possible I misunderstood you when 


fl 



» 11 

J! 


you said J. Bermac Corporation; that you only sald 
Bermac Corporation. 

Q On January 3, did you go inot the pink sheets 

on Graves Corporation? 

A It would appear from this, I probably did. 

Q What side was that on, Mr. Sloan? 


16 

17 

18 

19 

20 
21 

22 

23 

24 

25 


A I don't recall. 

Q Would it refresh your recollection if I read 

the following questions? I ask if you were asked the 
following questions and gave this answer? 

"Question: What side was that? 

"Answer: The offering side." 

A I believe I was long 350 shares of 
Graves Corp. at the time. 

Q On January 10, 1972, did you go into the pink 
sheets on D.S. Isis Systems, preferred? 



1 
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A Right. 

Q I can't hear you, sir? 

A Yes. 

Q lÿr. Sloan, did you put it in at a definite 

bid and definite offering price? 

A According to this, I put in an offering 

of three-quarters and a dollar. 

Q Were you making a market at the time in D.S. 

Isis Systems preferred? 

A May I ask you a question? It concerns this 

! 

maklng market. 

I assume a broker who makes a market is sorneone 

I 

who is prepared to buy and sell a security in which he is 


14 

15 ! 

16 | 

| 

17 

18 ! 


19 I 



22 |l 

23 

24 


making market in at ail times. 

Q What is your understanding of making a market. 

A A market maker is a firm or indivldual who 

is prepared to buy or sell any security, whichever 
security he is making a market in, at ail times. A hundred 
shares, of whatever the security he is in. 

Q Were you making a market in D.S. Isis Systems, 

preferred? 

A No, I was rot. 

Q Were you making a market on the offering side? 

A Walt a second. 


25 


Accordlng to my 


définition, that's an improper - 
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1 

that'san ungrammatical question. 

• 

2 ! 

Q I don't accept your définition, Mr. Sloan. 


.? i 

i 

i 

A What do you say making a market is? 


, * 
1 Ij 

i! 

MR. TAYLOR: Could Mr. Rashes de fine it for 


, 5 II 

hlm? 1 


6 

. ii 

MR. RASHES: I will go away from making a 

! 


1 

i 

market. 


8 ' 

‘i 

Il 

JUDGE TRACY : How can you make a market on one j 


! 9 ; 

i 

side? 


10 

MR. RASHES: One sided market. 


11 

1 

MR. TAYLOR; I think — I don't want to 


12 

lead anythlng into the wltness. Maybe he could define 

• 

13 

hls words? 


14 

A Well, I think we ail know what the définition 


15 

of making a market is. 


16 

Q Mr. Sloan, on January 10, did you go into 


17 

the pink sheets on JAMA Productions? 


18 

A Yes. 


19 

Q What were you in on? 


20 

A I don't recall. 


21 

Q Would it refresh your recollection if I asked 


22 

you the following questions and answers? 


23 

"Question: What were you in on that? 


% 

24 

"Answer: That was a bld." 

• 

25 

A 1 don't recall giving that answer. I don’t 

___ 
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belief that I was blddinr. for any JAMA Production. 

Q Mr. Sloan, on January 10, did you po into the 

pink sheets on Micron Corporation? 

A Apparently I did. Probably. 

Q What side were you in on that? 

A Well, according to this, I had a 12i bid and 

a 15<t offer. 

However, I do not recall making a market in 
Micron Corporation or buying or selling any Micron Corpora¬ 
tion . 

q So, the card was in error, Mr. Sloan? 

A Well, let's say tiat I did not buy in I 

did not make a market in Micron Corporation. 

Q Were you asked the following questions and 

did you give the following answers on January 21. 

"On what side were you in on that? 

"I may hâve put a quote on both sides. 

A Yes, it seems to be the situation. I 

<3 On January 10, did you r.o lnto the pink sheets <jn 

Transnet Corporation? 

A Yes, I did. 

q What side were you in on that stock? 

A Well, Transnet was a slightly unusual situation., 

I was in both as a buyer and a seller of Transnet. 

q Were you a market maker in that stock, Mr. 
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A Not in the strict sense of market maker. 

Q In accordance with your définition, were 

you a marketmaker? 

A Wellj the particular situation that caused 

me to be in on Transnet, was that I had a contract with 
the firm by the name of Suez American, who is a member of 

L 

the Mld-west Stock Exchanpre. 

I had attempted to make a delivery of 
securities to Suez American, and they had refused to 
accept them, so what I was tryinp; to do, with this 
particular listing, in the pink sheets, was to either — 

S 

was to attempt to sell out Suez American at a favorable price 

» 

so that I could make a claim aeiainst them, which I 
ultimately did. It was a rather complicated situation, 
which I believe I explained to Mr. Rashes, at the time 
that I testified. 

I don't know if it was on the record or not. 

MR. RASHESV I offer Exhibit 17 for identifi¬ 
cation into évidence. 

i 

MR. TAYLOR: No objection, your Honor. 

I 

JUDGE TRACY: Division's Exhibit 17 will be 
received in evidence. 

(Whereupon, the document prviouslyj 
marked Division's Exhibit No. 17 J 
was received in evidence, as of 

this date. 
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Q How long did that relatlonshlp last? 

A It lasted — 

MR. TAYLOR: Before the witness answers, may 


4 || we approach the bench, Mr. Rashes and I? 


f, !j 


JUDGE TRACY: Certainly. 

b !: 

• , 

Si 


Off the record. 

7 'i 

• 


(Discussion off the record.) 

8 !; 

y 


JUDGE TRACY: Back on the record. 

9|! 

« 

BY MR. RASHES: 

10 

Q 

» 

Mr. Sloan, I believe I asked you when the 

i 

11 

relatlonshlp of J. S. Love concluded. 

12 


Can you give me that answer? \ 

13 i 

| 

A 

I don't recall the exact date. It was ln 

14 

October 

of '71. 

15 


MR. RASHES: Mr. Reporter, would you please mark 

16 

one-page 

document as Division's Exhibit 18, for identlfi- 

17 

cation. 


18 

i 

(Whereupon, the document above- 

19 


referred to was markel Division's 

20 


Exhibit No. 18, for identiflca- 

\ 

21 

1 

| 

tion, as of this date. 

22 

Q 

Mr. Sloan, I show you a copy of Division's 

23 

Exhibit 

18 , and ask you what is it? 

24 

A 

This is a photocopy of a piece of paper. 


25 


that was handed to me by Mr. Terrence A. Duffy. 
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~ G 


0 could you read the top captlon of the plece 


of paper? 

A Promissory note. 

Q Is thls your signature at the bottom, 

acknowledged by Samuel Sloan? 

A Yes, it is. 

Q Thank you, sir. Mr. Sloan, how did tiis 

note arise? 

A I believe — do you mind if I speak to 

my attorney a second? 

Q I asked you a question, Mr. Sloan. I would 

like an answer. 

A If I explain how it arose, it would take a 

half an hour or 4 5 minutes. 

MR. TAYLORY Would the Court permit hlm to 

speak to me a moment? 

JUDGE TRACY : Yes. 

Off the record. 

(Discussion off the record.) 

JUDGE TRACY: Back on the record. 

MR. RASHES: I withdraw that question. 

BY MR. RASHES: 

q Mr. Sloan, did you deliver approximately$12, 000 

worth of stock to J. S. Love, commencing in August of 1971? 
A I don't remember the exact dates, but I would 
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15 


16 
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17 

18 


19 

20 
21 
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24 
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say that I delivered approximately that amount, yes. 

Q Dld you deliver some of thls stock over ln 

the month of August, 1971? 

A I, frankly, don't recall the exact date. 

Q Were you asked the following questions and 
dld you give the following answers: 

"Question: When were these securlties given 

to Love? 

"Answer: They were given at various times. I 
thlnk, commencing at the beginning of August and up 
untll and including some later date. I am not exactly 
sure of the dates. 

Were you asked that question, sir, and dld 
you glve that answer? 

A I believe I was asked that question and gave 

that answer. 

Q Mr. Sloan, as to the securlties that were 
delivered to the flrm of J. S. Love ln August, ls it 
true that those securlties were still reflected on jour 
books and records durlng the month of August, 1971? 

A The flrst place, I don't believe that the 
question that you Just read to me, States that I dld 
deliver the securlties ln August. That — does that 
State that? 

Q I will read it back. 
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i ! 

1 


''Question: When were these securities given 

• 

2 I 

il 


to Love? 


3 1 

t 

1 il 


"Answer: They were given at various times. 


M 

: 4 


I didn't bring it with me. But they were given to 


i 5 i! 


them at various times, I think, conmencing with the 


6 i! 

• i| 

1 7 ji 

•i 


beginning of August, and up until and including sone 



later date, I am not exactly sure of the dates." 

8 \ 


j 

My next question to you, sir, is . in August, 

9 ii 

Jj 

these 

j 

securities were dellvered to the firm of J. S. Love, ; 

10 i 

were 

they still reflected on the books and records of 

1 

1. 1 

h 

Sloan 

& Co? 

12 

I 


. 5 

A I don't believe that that particular question, , 

• 

13 

1 

that 

• j 

my answer spécifiés that I delivered securities 

14 | 

in August. I was — 


15 | 


JUDGE TRACY: Show him the record. 


16 


THE WITNESS: I know what it says. I mean — 


17 


Q I will show you the question, Mr. Sloan, 


18 

Line 

15 through Line 20. 


19 


A Well, Just reading it, we are talking about 


f • 20 

this 

particular sentence. I think, commencing sometime 

1 

1 

21 

in the beginnin^ of August — let me State that I was 

1 

22 

at J 

S. Love during the months of August, September 


23 

and October. 


24 


Q Mr. Sloan, does Division's Exhibit 12 refresh 

• 

25 

your 

recollection? 

1 


* 
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22 

23 

24 

25 


A This appears to be a list 

Q We know what it is, Mr. Sloan. I Just want 

to know if it refreshes your recollection? 

A I want to explaln something. 

J. S. Love was put out of business by the 
New York Stock Exchange. 

MR. RASHES: This is not the answer to 
tb question that's called for. 

» 

JUDGE TRACY: Do you recognize that list? 

THE WITNESS: Well, I saw this list this 

i 

morning, for the first time, yes. 

BY MR. RASHES: 

l 

Q Does that list accurately reflect the securitles 
that were sent over in August? 

A I don't know. 

* 

Q DoeS that refresh your recollection as to what 
was sent over in August. 

A I believe this contained a list, and in ail 

liklihood, this list is a list of securities which, 
at various times were delivered over to the firm of 
J. S. Love i Co. 

However, let me Jurt explain to you 
that the reason that J. S. Love & Co. is no longer doing 
business as a brokerage firm,is because it did not 
hâve any books and records. 







O 
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MR. RASHES: Mr. Tracy, if we get into J. S. 
Love, I hâve to go into my originalquestions. I don't 
want to open a whole P*ndora's box here. If you would 
admonish the witness to answer the questions, please — 

MR. TAYLOR: That won't be necessary. 

May I Just tde a minute? 

JUDGE TRACY: Certainly. 

BY MR. RASHES? 

i 

O Mr. Sloan, in relation to the securities that j 

! 

you delivered to J. S. Love, in August of 1971, were 

! 

they still reflected on your books and records during 
the month of August, 1971, after delivery to J. S. Love? 

* I 

A I think I stated prior — in prior testimony,; 

that I delivered certain securities, but I do not know the 
dates that these securities were delivered. 

Q Mr. Sloan, is the answer, yes, or no? Do you 
know if they are reflectedor don't you know if 
they are reflected on the books and records in August? 

A Do I know if what is reflected the securities? 

Q I Just want a yes or no. 

A I do not know whether or not I delivered any 

securities over to J. S. Love St Co. , in the month 


of August. 


Mr*. Sloan, that was not the question I asked 


you, sir. The quffition I asked you was the stocks delivered 


J* 


TV 


O- 









1 


Y 


V 
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to J. S. Love in August, by you, were they reflected on 
your books and records in August? 

A Can I 

MR. RASHES: Strike that last question. 

Q 300 shares of Brooklyn Poli Industries, Division s 

Exhibit 12 States that they were delivered on August 
11, to the best of your recollection, did you deliver 
these s’tres to J. S. Love on August 11. 

A To the best of my recollection, I delivered 

those shares to J. S. Love & Co. I do not recall the date 

at which I delivered those shares. 

q Were they in August, sir? 

A I don't know. 

q ' Mr. Sloan, did you deliver any stock over to 

J. S. Love in August? 

A I don't recall. 


second. 


MR. RASHES: Excuse me, your Honor, for one 


JUDGE TRACY: Off the record. 


(Discussion off the record.) 

\ 

JUDGE TRACY: On the record. 

BY MR. RASHES: Mr. Sloan, I wanted to ask you once 
again whether you were asked the followlng questions 
and you gave the followlng answers. 

T quote: 
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; 
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"Question: When were these securities given 

to Love? 

"Answer: They were given at various times. 

I didn’t bring it with me, but I hâve a receipt in rny 
office for the securities, but they were given to 
them at various times, I think, commencing with 
the beginnlng of August and up until and including 
some later date. I am not exactly sure of the dates. 

Now, were you asked those questions and did 
you give that answer, sir? 

A Yes, I did. 

q Mr. Sloan, going to the August 31, 1971 trial 
balance, which speaks as of August 31, was the removal of 
these securities that were delivered to Love, reflected 
on that trial balance? 

A Are you referring to — ail the securities 

which I owned, were reflected on the August 30 trial 
balance. 

Q Excuse me one minute, your Honor. 

Could we approach the bench, your Honor? 

JUDGE TRACY: Yes. 

Off the record. 

(Discussion off the record.) 

JUDGE TRACY: On the record. 


25 


Proceed. 
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1 

Q 

I will ask the — I will give you the 

‘i ! 

“ i 

question 

and answer, again. 

3 : 

! 


"Mr. Bruder: It appears to me that you hâve 

4 

! 

never made any formai trial balance to calculate 

5 

your capital position; is that correct? 

6 


"The Witness: Yes, it is. It seems to 

7 

j 

be 

correct." 

8 

j 

ij 

Ij 

V/as that your answer at that time, si-? 

9 


Yes, it was. 

10 

1 Q 

Thank you. 

11 

1 

1 

Mr. Sloan, did you make a capital computation 


12 

13 il 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


for the month ending February, 19717 
A Yes, I dld. 

Q Were you asked the following questions on 

March 8, 1971, Page 23: 

"Question: Mr. Sloan, you testified earlier 

that you were contlnuing to do business and had 
continued slnce the firm had opened and become 
registered with the Commission. 

”When was the last time, Mr. Sloan, if you can 
recall, that you made a net capital computation, 
pursuant to Section 15C3 of the Securities and Exchangje 

Act of 193^? 

"Answer: January 29- 

Did you ever give that answer? Were you asked 
that question and did you give that answer? 







r 
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1 

1 

A Yes, I did. 

• 

2 

. | 

Q ïlow, Mr. Sloan, do I take it to mean that 


3 ;i 
! 

you are changing your prior testimony at this time? 


»! 

: 4 Ü 

A No, you apparently asked a question on Mareh 3, 


Il 

p i 

o , 

. j 

as to whether I prepared a trial balance for the end of 


1 6 ! 

the month of Pebruary. This seems to hâve been your question 

T . 

• 7 ! 

Q I will read the question, again, sir. I 


8 

can't characterize questions. 

i 


• 

"Question: (By Mr. Brandt) Mr. Sloan, when 


10 

you testified earlier that you were continuing to 


U 

do business, and had continued since your firm has 


12 

opened and become registered with the Commission, when. 


13 ! 

was the last time, Mr. Sloan, if you can recall, that 

• 

14 

you made a net capital computation pursuant to 


15 

Section 15C3 of the Securities and Exchange Act 


16 

of 1934? 


17 

"Answer: January 29. 


18 

Now, — 


19 

A You are saying this testimony was testimony 


i 20 

given Mareh 8, 1971? 


21 

\ 

Q Yes, sir. 


22 

A Now, yes, okay, fine. I did make that statem^.it 

* | 

23 

Q Whlch statement is correct, the statement you 


24 

made today or that statement, sir? 

• 

25 

A Both statements are correct. 

. 



> 
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Can I make an explanation, now? 

Q No. 

Thank you, sir. 

THE WITNESS: It's a very simple matter. 

Q Mr. Sloan, you will ftve your chance, please. 
Mr. Sloan, as of March 8, 1971, when was the 
last trial balance you prepared? 

A January 29, 1971. 

Q Mr. Sloan, during the beginning of March, '71, 

were you placing quotations in the pink sheets? 

t 

A Yes, I was. 

Q How many a day, approximately, sir? 

A I don't recall exactly at that time. 

Probably ten or fifteen. 

Q Mr. Sloan, does this following question 

refresh your recollection. 

Do you place quotations — this is from 

March 3, 1971, Page 26. 

"Question: Do you place quotations in the 

pink sheets? 

\ 

"Answer: Yes, I do. 

"Question, in how many securities, if you 

recall? 

. "Answer" It varies from day to day, between 
twenty aü thirty, approximately, doser to thirty. " 
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balances for ail the months in question. Your question 
is whether I had capital computations. 

Q The question is did you make capital compu¬ 
tations for those months? 

MR. TAYLOR: I think the witness was leading 
to the answer. . I think he should be permitted to 
finish his answer. 

JTJDOE TRACY : Okay. 

THE WITNESS: I had trial balances for ail 
the months in question. For some of the months, I had 
actually not frankly done a capital computation, whlch 
I hâve since done, fer every single month, in 1971, I hâve , 
a capital computation, and they are available in my ofice 
and Mr. Kanoff or anybody can corne down and look at 
my records for that period, and see the capital compu¬ 
tations for ail the months. 

Q Mr. Sloan, pursuant to the preliminary 
injunction, you were under, did you ever engage an accountanjt 
to set up a books and records System for your firm? 

A Yes, I did. 

Q Why was a new — 

Strike that. 

Why was a new bookkeeping System set up? 

A 'I had numerous acccuntants in my office on 
various occasions who made various recommendations to me 

concerning the ways that I should methods of mainta 
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books and records. 


Could you please ask him to repeat the 

question, so I can - could you repeat it, please? 

Q The question was, why was a new bookkeepinr 


System set up? 


The previous question. I don t 

MR. TAYLOR : !}ay we hâve the reporter read 1t. 


your Honor. 


» 

JUDGE TRACY: Yes. 

(Record read.) 

Q Why was a new bookkeeping System set up? ; 

A well , Mr. Barton, of the Gscurities and j 

Exchanee Commission recommended that I obtaln a new 
accountant who would glve me advlce as to how to set up 
my b0 oks, And the accountant that Mr. Barton referred 

to me, as it happens, was Mr. Taylor. 

Q Do you hâve any reason to know or do you 

hâve in your knowMge, why Mr. Barton made the suggestion 
that you 8 et someone to set u P new books and records. 

A I am generally under the Impression that Mr. 

Barton was not satlsfled wlth the work that Mr. Leon, 

Who had been my préviens accountant, had been dolng. 

q Mr. Sloan, backtracklns for a moment, you 

testlfled prevlously that the questions I asked you, or 
the question I asked you. In .anuary of ' 72 , that testlmony 






taken taken in sections, relating to net capital capital 
computations between January '71, you stated that 
question was correct the way it was put and you said 
that was your answer, and then you qualified it, sir, 
and said you had made these capital computations. 

When did you make these capital computations 
for those montls in 1971, sir? 

I 

A I believe I made ail the capital computations 

that were missing, and there were a couple that were 

| 

missing, shortly after this particular meeting that we 
had, yoU said January 21. 

Q They were missing for the month that they 
were supposedly due for; is that correct? 

i 

A Yes, I believe the months were probably March anji 
April of last year. 

Q Well, I Just want to go back over that 
question, again, beause I Just want to refresh your 
recollection. 

Mr. Sloan, were you asked the following questionj 

I 

and did you give the following answer? 

"Question: Hâve you prepared a capital computation 

for January 1, 1971 through December 31, 1971, in 
accordance with Section 7A5 of the Securities Exchange 
Act?" . 


"Answer: No." 





1 

* * c 
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• 

Were you asked that question and did you rive 


4. 1 

that answer? 



A Yes, I did. 


4 

I 

Q Thank you, Mr. Sloan. Were you aware that 


5 ! 

you had to file an X17A5 for 1970? 


6 

A Yes, I was. 

1 


7 

Q Mr, Sloan, was this report filed on or by 


8 

January 15, 1971? 

9 

I 

A I engaged an accountant by the name of 

i 


10 

Q Could you please answer my question. I will 

» 

. 

get into the explanation. I would like to get a yes or 

12 

1 ! 

no. 

A 

w 

. 13 

Whether it was COLed or not filed — 

14 

MR. TAYLOR" This is a very difficult top ic. 


15 

We tried to get into it a number of times and he should 


16 

j 

be permitted to explain what happened. 


17 

MR. RASHES: I will give him time to explain it. 


18 

JUDGE TRACY: Just answer the question. 


19 

> 

o 


20 

MR. TAYLOR: The answer is, no. 


21 

Q Why wasn't it filed as of January 15, 1971? 


22 

A I engageda number of accountants, after 


23 

starting business, which is actually in June of '70, to 



préparé a financial statement and when I say engaged, 


25 

1 

a number of accountants, I spoke to a number of accountants 



« 





who told me they would préparé a financial statement for 
me, and they came down and did examination of my booko and 
records, and for various reasons, a number of these 
accountants told me they really weren't that familiar 
with securities work, after I had spent a little money on 
them, and consequently, I was unable to obtain a qualified 

individual to act as my accountant. 

Now, as it happens, in approxinately September ; 

I 

of 1970, or August of 1970 — either August or 

( 

September, my partner, whose name is Harry Theodos, who was 
my partner at that time, was approached by an Individual 
by the name of Mr. Martin London, who offered to provide 
our firm with a certified financial statement in 
accordance with the requirements, and also, incidentally, 
who offered to charge us less than any other accountant 

could possibly charge. 

I think he said he would do the whole Job 

for about $200. 

My partner and I engaged Mr. London to act 
as our accountant. 

Now, it turned out later that we discovered 
that Mr. London would corne to ny office ans sit 
there and conduct an examination of the books and 
records, and at various times during the «ay, he would 

and make a téléphoné call, and 


Hick up the téléphoné 






presumably to another one of his accountants, and 
give them various stock market information, and then 
he would proceed tohang up the téléphoné and continue 


to work from our books and records. 


f» » 

Q 

Mr. Sloan, viere you asked the following 

« 1 

questions 

on January 


1 ! 


A 

Can I 


8 

i 


MR. TAYLOR: 

Hâve you finished? 

i 

9 

i 

Q 

I'm sorry. 

• 

10 



JUDGE TRACY: 

I am not going to allow this to 

11 

go 

on much 

longer. It doesn't explain anything. 

12 



MR. TAYLOR: 

I think he is trying to lead up 

13 

to, 

and maybe you could. 

lead up to the commenclng of 

“ 

1 

the 

1970 audit, please. 


15 



THE WITNESS: 

Okay. 

16 

| 

1 


In any event, 

Mr. London did perform a 

17 

certified 

i 

audit of my books and as a matter of fact, I 

18 

hâve in my 

office at this 

moment a copy of the certified 

19 

financial 

statements vhLch 

were prepared, which was an 


20 ); X17A5 filing, except that at the last moment, when I 

|| 

21 ! was ready to take down the 17A5 filing, I discovered 

22 1 that Mr. London was a partner and vice president and 

| 

23 ; employée of the brokerage firm of Parker, England & Co.. 
which was since hecome defunct, and therefore — 
basically, what he was doing is he was using my books and 


24 

25 
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2 ! 
3 



6 ! 




11 

12 


i 

i 

i 


13 


i 

i 

.1 


14 


15 

16 

17 

18 i 


19 

20 
21 


22 

23 

24 

25 


records as a basis to provide information to the other 
brokerage firm that he was a partner of. 

As a resuit of this discovery, on my part, 

I was unable to file the form, X17A5, so what I did was 
I called the office of?6M-6l6l. 
q Was that — 

A Legal interprétation I called, and I believe 

I spoke — happened to speak to, according to my 
notes, I spoke to somebody in the Division of Legal 

i 

Interprétation. 

JUDGE TRACY : I don't think this is responsive i 

to the question. 

MR. RASHES: Could I Just — 

A It's only going to be another moment. 

JUDGE TRACY: Ask him some more questions? 

Q Were you asked the following questions and 

did you give the following answers: 

"Question: Are you aware of the fact that 

you must file your past due 17A5 annual report? 
"Answer: Yes. 

"Question: You were aware of that? 

"Answer: Yes, I am aware of that. 

"Question: What do you propose to do? 

."Answer: I am trying, I am in touch with one 

accountant who originally, you know, tcld me he would 


4 






1 


7 ; 


!i 

10 

I 

11 ! 

i 

12 ;! 

13 li 

14 il 

II 

« _ I 

1» I! 

{ 

16 i 

1 

17 ! 

18 j| 

19 i 1 

| 

20 ji 

I 

21 l 

22 B 
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24 
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both he and his father — excuse me — are in 
the accouatinc business, and he told me that he would, 
you know, provide us with assistance and enable me, 
provided me with a certified balance sheet, which I 
was under the impression he works until I believe 
it was Monday of last week. 

i 

"I finally called Monday of this week, yes, 

Monday, befpre — the date before you came into this 
natter. As a matter of fact, he came in, he looked in;the 
book and he said he dldn’t think they were in the 
proper ‘form, that he could provide us with certified , 
staterpemts, based on my books, so rip,ht now, I am up , 
in the air about it. 

"Question: You know you are in violation of 

that rule? 

"’Answer: Yes. 

Now, Mr. Sloan, were those questions asked of 
you and were those the answers you gave, sir? 

A Yes. 


MR. 


Exhibit 19, for 


RASHES: Would you please mark this Division s 

\ 

identification. 

(Whereupon, the document above- 
referred to was marked Division’sj 


Exhibit No 19, for identifica¬ 
tion, as of this date.) 


25 
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at it backwards. What's the point of 

MR. TAYLOR: The affidavit, your Honor, ls 

used as a supporting document for an order served 
upon Shearson, Hanunill, to show cause why a certain 
rçiatter pending in the Suprême Court should not be 
withdrawn from that jurisdiction, and put into 
£.bitration, in the hope that there would be a more 

read.y détermination. 

Right now, the présent trial period in the 
Suprême. Court might be as much as three to four years. 

We were told on arbitration, it might be only 
one year. That's the only supporting document, and does 
lend nothing to the présent natter before this Court. 

JUDGE TRACY: Let's go off the record for a 

minute. 

(Discussion off the record.) 

JUDGE TRACEY: On the record. 

MR. RASIÎES: We withdraw the previous offer 

of Exhibit 19, at this tine, your Honor. 

Your Honor, I ask you to take Judicial notice 

of File No- 2-^2841-1. 

JUDGE TRACY: Give me that again? 

MR. RASHES: 2-42848 — excuse me, I mean, 
2-42843-1, the registration statements and amendments 
of ail John Allmand, Boats, Inc. - 
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There has be absolutely no relevance to the 


matters pending or the matters brought out and sought to 


be connected.- 


MR. RASHES: It goe3 to public interest, one, 


he is in an underwriting, and two, if his capital is 


tied up — 


MR. TAYLOR: The form of objection should be 


short form. Simple statement of objection and a short 


reason, not a debate. . Te total matter here is that, 


total matter is that the time seqüence is completely 


differen t représentative, and it's a totally unrelated 


matter to the complaint before this court. 


JUDGE TRACY: I will overrule the objection 


and allow him to answer the question. 


Do you want to repeat the question? 


(Record read.) 


I signed an affidavit 


Yes, or no, Mr. Sloan, please? 


The question is, did I State that ail my llquid 


assets were tied up? 


Did you State in affidavit? Could you read 


the question again, Mr. Reporter, please? 


Do you mind 


.JUDOE TRACY: Read the question. 


(Question read. ) 
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an affidavit, we acknowledge it was notarized. What's- 
the point? 


3 !» 

I! 

r 


MR. RASHES: Fine. 

4 il 

5 i ! 

f 1 

{ 


I withdraw the question. 

Q 

Mr.Sloan, do you know a party by the name 

6 i: 

|, 

of Jcæph Iny? 

** 

* »! 

< 

A 

Yes. 

8 i : 

Q 

Did Mr. Iny ever enter into a partnership with 

j 

!» 

Q '! 

? 

you in the 

securities business? 

io il 

!i 

A 

Mr. Iny proposed on a number of occasions. 

h 

« 

Q 

Did Mr. Iny ever enter into a partnership 

f 

12 | 

1 

•reement with you, Mr. Sloan? 

13 II 

*• 

A 

i 

No. 

14 ! 

Q 

Mr. Sloan, I would like to read the following 

15 | 

questions and answers that were given — and I ask 

16 

you if you 

were asked these questions and gave these 

17 

answers on 

April 26, 1971. Page 20/ 

18 


"Question: Is Mr. Iny a broker-dealer, to the 

19 

best 

of your knowMge? 

20 


"Answer: No, he is not. He is not a registered 

21 

brokerage firm. 

22 


"Question: Is he not, in fact, Mr. Sloan, a 

23 

member of the public? 

24 


"Answer: Under the agreement which I hâve 


25 


with Mr. Iny, I am not certain that you wculd 
consider him a member of the public. 
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"Question: Wh: ; don’t you try to describe the 

agreement for me? 

"Answer: Well, the agreement that Mr. Iny 

has, this agreement first, let me State, this 
agreement was Mr. Iny's suggestion as he brough * 
it up. I never considered it before he made the 
suggestion, you know, this possible arrangement, and £ 
any actions which hâve been taken hâve been 
pursuant to, you, know, basically, I am willing to 
agréé with the agreement to the proposai made to me. 
The proposai that he made to me which I accepted was 
I -- he would advance me funds and I would use 

i 

these — use this for the purposes of trading 
in stocks. And that this would be not — would 
not be a customer relationship, but it would be one 
which would be predicated on the fact that some 
time in the immédiate future, we would form a 
partnership. 

"Question: Did you ever sign any documents or 

« 

• .each any tentative agreements about the opening 
of a partnership with Mr. Iny? 

"Answer: Yes. 

"Question: Where are those documents? 

"Answer: I did not sign any documents, but 

I reached a tentative agreement. And then, there is 






- 3V3 


some — do you want me to read — Mr. Weiss, 
excuse me, again, that leaves everything up in the aii 
Could you State when you reached a tentative 


agreement 


THF WITNESS: Yes, yesterday. 

"Question: Yesterday? At what time yesterday? 

"Answer: Approximately sever. o'clock in the 


afternoon, 


"Question: ( Where did this agreement take place.-’! 

I 

"Answer: On the téléphoné. • 

"Question: Where were you, at home or in your 


office? 


"Answer: In my office. 

'Question: Where was Mr. Iny, to the best of 
your knowledge? 

"Answer: He was at his home. 

"Question: What were the fundamentals of this 
agreement, at what point in time was Mr. Iny to 
become a partner of yours? 

"Answer" I am Joining the Philadelphia- 
3tl timoré Exchange. Each of us is to contribute 50 
fjjrcent capital contribution in order to meet the 
requiremerits of that exchange. We are to establlsh 
a clearance account with a member firm of the 
exchange to keep ail funds properly segregated, ail 
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our funds, and I am supposed to, and any trading we do, 
in other words, I will maintain my account for whatever 
purpose that I do, and will maintain his account for 
whatever purposes he does and any profits which will 
accne, to each of us, will accrue to each of us." 

MR. TAYLOR" Profits or losses? 

Q Were you asked those questions and did you give 
those answers. Mr. Sloan. 

A Yes. 

Q VJhich of your answers is correct? Did you 
hâve a partnership with Mr. Iny, or didn’t you hâve a 
partnership? 

A You asKed me if I signed a partnership 
agreement? 


Q Did you sign a partnership agreement? 

A No. 

Q Did you hâve a tentative agreement with Mr. 

Iny that you would form a partnership? 

A Yes, I did. 


Q Mr. Sloan, did Mr. Iny deposit any funds 

\ 

with your firm, Sloan & Company? 

A Yes. 

Q How much money did he deposit, Mr. Sloan? 

A Varying amounts of money. I think I hâve, 

in my office, records, custona* records, whiéh shbw the 


various amounts of cash deposits that he made. 



4 
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Q How did you treat these funds that Mr. Iny 

dep^sited with you, Mr. Sloan? 

A VJell, Mr. Iny was in effect a customer of 

Sloan & Co. The reason why I say in effect — 

Q Are you in the middle of an answer? 

MR. TAYLOR: Could we hâve the question and his 

response read? 

(Record read.) 

A Was, that I did not charge Mr. Iny any 
commissions, and Mr. Iny had deposited these funds 
pursuant to a tentative agreement whereby he would 
become a partner of Samuel Sloan & Co., and that I was 
purchasing, and selling, primarily purchasing, shares of 
Kaiser Steel, from — for Mr. Iny's account. 

Q Are you finished. 

A Yes. 

q Mr. Sloan, isn't it a fact that your books and 
records, in February of 19?I, treated these funds as 
capital and reflected the Kaiser Steel Industrial firm 

trading account? 

A Mr. Kanoff came in — 

q Yes, or no, Mr. Sloan. 

» 

A Yes. 

q Getting to one more area, I believe one 

of your trial balances showed a *2400 and some odd dollars, 
$50 claim to the Securltles Investor's protection Corporation 
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A 

Q 


No. I hâve r.ot. 

Do you expefct to receive money in the near 


future 


A Every time I call Howard Carleton, they say 
the money will be paid out in the near future. 

Q With the Carleton trade, it will be two years, 
in January, is that correct, sir, with the others lesser 
amounts? 

A Correct. 

MR. RASHES: No further questions, your Honor. 

JUDGE TRACY: Off the record. 


12 j 

I 

(Discussion off the record.) 


13 

1 

JUDGE TRACY: On the record. 


14 | 

} 

In an off-the-record discussion, counsel for 


15 

the Division stated that Division's Ertlbit will be — 


16 

Exhibit No. 19 will be withdrawn and will not be offered in 


17 

evidence. 


18 

However, I remind Division to keep it in the 

- 

19 

as part of the record. 


20 

MR. RASHES: Yes, sir. 


21 

JUDGE TRACY: Do we hâve any further business 


22 

this afternoon? 


23 

MR. TAYLOR: I don't thlnk so, your Honor. 


24 

JUDGE TRACY: We will adjourn, now until 10:00 


25 

tomorrow mornins. 



(Adjourned at 4:45 p.m.) 
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that if I became interested, there could be some room 


to cooperating together. 


Q Did you ever talk with him about a possible 
partnership? 

A Yes. We — several times. 

Q When did these discussions take place? 

A Prior to my doing the first transaction with 
him. It could hâve been, if I wereto try and pinpoint 
it, my recollection is not very accurate, but I would 
say towards the end. of 1970. 

Q Thank you. 

With œspect to these discussions, did you ever 


ask Mr. Sloan about his qualifications in the brokerage 


business? 


Many, many times we discussed. I mean, I was 


impressed that he is a good mathematician; he is a very 
t j.it person; he is intelligent and quick to see the 


point. 


So, that is what attracted me most to Mr. Sloan 


at the time. 


You know, as far as character,as far as — it 
seems that I thought that since he is intelligent enough, 
that it follows, I assumed, that he is as straight as 


intelligent. 


Did you ever sign a partnership agreement 
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with Mr. Sloan? 


Q Did you ever sign any letter of understanding 
or letter of lntent to form a partnershlp wlth Mr. Sloan? 

A No, but lt was more or less an oral under- 
standing that if — that lf later on, if I am satisfied 
with what I see, that there would be a way, still to be 
discussed and still left open, to become associated with 
Mr. Sloan. 

Q Did you ever contribute any cash or securities 
to the capital of Sanuel H. Sloan? 

A No, but I hâve him $10,000 check, first 
check, before I entered into anything, to be used later 
on to buy something, which turned out to be Kaiser Steel. 

After a week or seven ten days, I think, of giving 
him the first $10,000,.I used it to buy. 

Q Now, Mr. Iny, what steps did you take, if you 
took any, to see if a partnershlp with Mr. Sloan would 
work out, would be manageable? 

A Well, we didn't go through a very formai 

\ 

process, you know. It was ail understood, like it was 
ail understood that there is, as far — at no point 
was there any binding duty on the part cf either one to 
enter into anything. The whole situation was fluid. 

How and how, there was only an intention on 
my part to examine the whole thing, without any spécifie 


> 
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different securities which he was trading, and I 
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always felt that he was too much of a plunger on the 
short side, and always my advice, whenever he sought it, 
for whatever it was worth, was on the side of modération. 

I had some misgivlngs about selling the 
stock of Rolls Royce, $10,000, $20,000, I don't know 
how many thousand ? short, and I said, "Look, anything can 
happen that this thing would turn right back." 

You know, it was touch and go with Lockheed 
and nobody knew the thing, but I know there were various 
other securities which he had a predeliction for the 
short side of the market, you know. 

Q Mr. Iny, you testified a'few moment ago, 
that you originally gave Mr. Sloan $10,000 — 

"10,000 to cover possible future purchases by yourself 


in securities? 

A Yes. 

Q Did Mr. Sloan ever purchase any securities 

for you? 

A Yes, he did. 

Q WhEt securities? 

A He purchased a total, I think, of 4,500 Kaiser 
Steel, and sold a thousand, or it could hâve been 5500 
and sold a thousand, and he bought 1500 Kaiser Resources 

for me. 


Q 


When did these purchases commence? 
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Q Right. Now, Mr. Iny, when you were making 
these purchases and when you gave him the original check 
for $10,000, and the subséquent checks, did you consider 
yourself a customer of Sloan & Co.? 

A Well, it never really entered my mind, 
because really, the friendship aspect was at ail times 
présent, you know. So that, that's what I would say. 

Of course, I should hâve considered myself 
as a customer, but more or less, I had also in the back 
of my mind the intent of being also a partner. 

Q But tjat eventually never came to pass? 

A Never came to fruition, actually. 

Q Do you recall the total amount of checks that 

you paid to Sloan & Co. for these securities? 

A Yes. The total amount is $156,450, of 
which the sale of 1,000 sharesof Kaiser Steel, the 
proceeds were 33»000, and therefore, leaving a net 
advance of $23,062. 

MR. RASHES: We offer Division's Exhibit 20 
for identification into evidence. 

MR. TAYLOR: No objection. 

JUDGE TRACY: It will be received. 

(Whereupon document previously 
marked Division's Exhibit 20 
was received in evidence, as 
of this date. ) 
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BY MR. RASHES: 

Q Now, Mr. Iny, you Just testified that 
occasionally, or most occasions, you gave Mr. Sloan 
a check to cover your purchases two or three days prior 
to settlement date; is that correct? 

A Yes, that is correct. 

Q Did Mr. Sloan ever tell ,r ou in this connection, 

that he could not financethese trades for you, and he 

/ 

had to hâve three days befcre settlement? 

A This, I knew, you know — 

MR. TAYLOR: Objection, your Honor, 

? * Respond te ‘ he question, please. 

JUDGE TRACY: I will ask him' to answer the 
questions, vte hcr he ever told him, yes or no. 

MR. TAYLOR: Can I hâve the reporter repeat it, 

your Honor? 

(Record read.) 

BY MR. RASHES: 

A Yes. 

Q Why did you give him these checks two or 

three days before settlement? 

A So that he would be able to pay for it, 

without his crédit being impalred with the houses he 
wa s doing business with. 

Q Thank you. 
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Did you ever fill out or Rive any information 
for a new account card, prior to the — a new customer 
accountcard, prior to these sales? 

A No. 

Q Did he ever sell any securities through 

Sloan & Co.? 

A Yes. 

Q Do you know what they were? 

A Yes. 1,000 shares of Kaiser Steel. 

Q Did you receive the proceeds of the sale from 

Sloan & Co.? 

A Yes, I did. 

q Do you recall the amount you received? 

A About $33,000 and some few odd dollars. 

Q Did you ever receive any written confirmatbns 

of any of these transactions that were done for you 
through Sloan & Co.? 

A I later received a reminder of the list of 

transactions which were made because I had not received 
the searities right away, and then, I came into a large 
amount of money, which was disproportionate in regard 
to the capital of Samuel Sloan, and I thought that if he 

goes into one of the spéculations, lt might be my money 

i 

that is lost. 

q I see. 







Mr- Iny, to the best of your knowledge, 
dld Mr. Sloan ever fill out a new account card for you? 

A To tne bestcf my knowledge, no. 

But lt could be — 

Q Did you ever tell Mr. Slor.n, around the tlme 
of thœe various transactions, that you dld not want 
confirmations, individual confirmations, sent to you? 

A Well, no, I dldn't say that, no. 

MR. FASHES: Would you pleasemark this as 


Division*s Exhibit 21. 


(Whereupon, the document above- 
referréd to was marked Division's 
Exhibit 21, for Identification 
as of this date.) 


BY MR. RASh: 


ç Mr. Iny, I show you what has been marked as 
Division's Exhibit 21, for identification, and ask you to 
identify lt, please? 

A Yes, this is a liât, sumnrizing ail the 
transactions I had with Mr. Sloan. 

Q When did you receive this list, Mr. Iny? 

A lt says April 21. 1 believe that it must 

hâve been around that time. 


When were the bulk of these trades entered 


int^. Mr.Iny? 


‘ l 
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A The bulk of these trades, were entered, they 
started in Pebruary, I think, yes, February and March, 
and April. 

Q Mr. Iny, is it your testimony that this 
was the only remxnder or liât you ever received from 
Mr. Sloan? 

A No, I also got a long: list, I think I believe 

that I also — which is a copy of his, kind of a legal 

form, where he would enter ail the trades, you know. 

Q But you never got the what is commonly called 

customer confirmations for these individual trades? 

A No, especially not at the time, you see. 

I felt that the reason for it is that'he 

van't set up for it. Judging from the order in his office. 
t 

Q Now, Mr. Iny, to the beat — 

Could you descrlbe the order in Mr. Sloan’s 

office? 

A Well, everythlng was in apparently a State of 
confusion. 

MR. TAYLOR: Your Honor, I hesitate and I let 

\ 

the witness run on without lnterrupting, but i* Mr. Rashes 
now asking him for his opinion? If so, I would raise 
again the question. 

JUDOE TRACY : He is asking him to describe 
the surroundings of the office. 









I 


^ MR. TAYLOR: Then he should so describe 

the physical surroundings of the office. 

Q Would you please describe tte physical 

surroundings of the Sloan office? 

A It's an office in an old building, on the 
7th floor. Sometimes, the elevator wouldn’t work very 
well; sometimes you had to climb up the stairs, and you 
would be out of breath by the time you were there. 

Q We are not talking, Mr. Iny, I hâte to eut you 
off, Just the inside room or rooms of the Sloan firm, not 
the building facilities. 

A It was Just one room with a dilapidated sofa, 
you know, and a desk which is then not of the nicest; 
and papers ail over the place, you know. 

Q What type of papers, sir? 

A Whatever you could find. Pink sheets, papers 
stocks certificates on the desk, even sometimes, food 
or sandwiches on the desk, you know, and that's it. 

You know. 

Q Okay, Mr. Iny, to the best of your knowledge, 
do ybu know who prepared this document, Exhibit 21, for 
identification? 

A I think it must hâve been Mr. Sloan. I was 
not tlB?e but - 

MR. RASHES: Your Hcnor, we want to offer 
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Division's Exhibit 21. I would llke to get 
a stipulation that the signature on the letter is that 
of Mr. Sloan. 

MR. TAYLOR: We will agréé that it was 
prepared by him. 

MR. RASHES: We offer Division's Ex. 21. 

MR. TAYLOR: No objection. 

JUDGE TRACY : Division's E)dibit 21 will be 

received in evidence. 

(Whcreupon, document previously 
marked Division's Ex. No. 21 
was received in evidence, as of 
this date.) 

BY MR. RASHES: Mr. I 

Q Mr. Iny, hâve you had any recent conversations 

with Mr. Sloan? 

A Yes. 

Q When were these recent conversations? 

A Rather recently, in which Mr. Sloan said 

tha: I bette* appear with a lawyer, that — flrst.of ail, 
he asked me not to appear, to tell them what I needed 
is to be subpoenaed, and they hâve to obey me, and I had 
never looked at this, you see, and so I said, well 
and he said, "Look, there can be some trouble for you if 
you don't appear with a lawyer, and I advlèe you to corne 







with a lawyer." 

I sald, wéll, tha* whatever I hâve done that 
was wrong, because I was a - ' RR, a 1 *i time when Mr. 
Sloan bought the securities fer mr, and tschnically I 
was violating a law which is that I ha/e to do ail 
my trading with my firm, or get permission. 

Well, since my firm knows that Mr. Sloan had 
bought some securities for me, end so I felt that I hâve 
to tell the,. I don’t want them to find eut from 
anybody else than by me. 

And so, that I think that it was Just like 
a mixture of threats and promises, you know, and I said 
to rnyself, that if I am not goir.g to be — I am 
not going to be caught in a thing Just because I want 
to please him, or buckle under threats. I was the 
friend of Mr. Sloan, and later, he made certain attempts 
to get me not to coopérâte with the Commission, and I 
wouldn’t hâve this. 

Q Thank you, very mueh. 

Are you finished? 

MR. RASRES: No further questions, at this 
time, your Honor. 

MR. TAYLOR: Just one moment, your Honor. 

JUDOE TRACY: Yes. 


Off the record.' 
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1 

j 


(Discussion off the record.) 


2 !| 


JUDQE TRACY: Back on the record. 


3 i: 

jj 

} 


CROSS EXAMINATION 


4 i 

1 

BY MR. TAYLOR: 


5 s 

jl 

Q 

Mr. Iny, would you tel ie, please, when 


6 ji 
.1 

did you 

hâve this conversation with Mr. Sloan, that 


7 i 

P 

you now 

speak of? 


M * 

i 

A 

It couldn't be mae than two months old or 


• 

9 ! 

» 

f 

three months old. 


10 

Q 

Is it two or three months ago? 


11 

A 

It couldn't be much more than that. 


12 ! 

Q 

Where did the conversation take place, please? 

• 

„ i 




13 ! 

1 

A 

From my office to his office. 


14 

Q 

Were you physically présent with him or 


15 

did you 

speak on the téléphoné? 


16 

A 

On one occasion, I was also physically 


17 

i 

présent 

with him, and I showedhim a report or. Kaiser 


18 

Steel. 

It was a mixture of friendship and threats. 


19 

Q 

What specifically was the threat he made? 


20 

A 

He said that if I would appear and I would 


21 

b without a lawyer, that he would get me into deep water, 

i 


22 

like he 

would say that I specifically asked him not to 


23 

send me 

confirmations. 

• 

24 

Q 

What is the threat that he made, in that 


26 

conversation, now? 
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Well, ail right, you want me to corne out 


witn it, I will. 


please? 


I am asking you what lt was, Mr. Iny, yes. 


He sald that there are — that he would 


say that because of some tax angles that -I dldn't want 


this to be. 


And that was the threat that he made that 


If you came and testified here, — 

A Yes, that he would say that I, because of 
income tax, you know, had other motives, you see, that 

s 

ls what he told me. 

Q Do you know that Mr. Sloan cannot 
and could not cnntrol your appearance at thls hearlng? 
A I don't care what it ls, but he made these 


threats. 


I asked you a question, Mr. Iny — 

I don’t • know what's the purpose of your 


question? 


Q Mr. Iny, ail you hâve to do ls answer my 
questions, please. Will you please? 

A Yes. Do I know? No, I don't know. 

Q You mean you dld not know that Mr. Sloan could 

not. for example, prohibit the Commission from subpoenaeing 
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A No, He asked me not to. 

MR. TAYLOR: Your Honor, will you please 
direct the witness to pay attention to the 
questions? 

JUDGE TRACY: Just listen to the questions 
and answer exactly what he wants? 

Q Are you statinp; that you did not know that 
Mr. Sloan, for example, could not prohibit the Commission 
from subpoenaeing you here? 

A This I know. Of course he could not. 

Q Then, what possible effect, regardless of what 
the conversation was, of what possible effect upon 
your being présent here, would Mr. Sloan's conversations 
hâve upon you? 

MR. RASHES: I think the witness answered 

Vf" 

that question. 

JUDGE TRACY: I will allow it. 

MR. TAYLOR: This is on cross examination. 

I am entitled to this. 

JUDGE TftACY: Go ahead. 

MR. TAYLOR: Reed the question agaln, please. 

(Question read.) 

A Mr. Sloan specifically warned me that if I 
came here to testlfy, I would be subject to ycur cross 
examination, and therefore would place myself in Jeopardy 







/ 
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on that count, which I Just mentioned. 

q Was that the effect of his words, that you — 
A That is what I felt was threatening. 

Q Will you let me finish, please, sir? 

MR. RASHES: Your Honor, he is badgering the 


witness. 


badger him. 


MR. TAYLOR: I hâve to when he interrupts me. 
MR. RASHES: Badgering is uncalled for. 

JUDGE TRACY: I don't think it's necessary to 


MR. TAYLOR: Neither do I. 

I would like to ask him the question. 

JUDGE TRACY: Just try and ask him the que.stion | 

MR. TAYLOR: The witness is interrupting me. 

JUDGE TRACY: Upi Jave tp waot fpr J os amswers. 

MR. TAYLOR: I thought he had finished. 

If he hadn’t, I am remiss in that. 

BY MR. TAYLOR: 

Q Mr. Iny, did the fact that you became aware 
that any attorney, not Just me, would cross examine you, 
did that pose a threat to you? 

A No, but I took it as being intimidating. 

Q Thank you. 

What possible intimidation did you draw ^ 

in your owr. conclusion of the mere fact of cross examinatioi 








ti 


/ 
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» 

s 

A 

Because nobody likes to get lnto deep 



2 

1 

waters for 

no reason. 



3 i 

II 

Q 

Had you lntended to corne and appear and 



* i 

il 

tell the truth, Mr. Iny? 



5 j 

A 

Yes. 



« 

i; 

Q 

Dld you ln any way attempt or would you 



|| 

7 ii 

attempt not to tell the truth as a vltness? 



•1 

B 

A 

No. 



9 ij 

Q 

Then, what possible effect could the mere 



îo ; 

i 

fact that 

an attorney would examine you, pose a threat 



" ! 

to you? 




12 j 

A 

No effect, 


• 

f 

» 

13 1 

j 

Q 

At ail? 



m i 

A 

And the proof is that I came to testify. 



15 ! 

Q 

And we appreciate your coming here. 



i 

16 

. 

Now, Mr. Iny, may I ask you, please, on 



17 

the moneys that you had turned over to Mr. Sloan, I 



18 

think the 

amount, the net amount of $123,000, was that 



19 

a total over a period of time; is that correct? 

i 



20 

! 

A 

Yes. The net. 



21 

Q 

And he had purchased for >*ou shares of Kaiser 



22 

Steel and 

Kaiser Resources? 



23 

A 

Yes. 


• 

24 

Q 

Had you received ail ofthe shares that 



26 

| thcse moneys would pay for? 



-s 
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Yes. 


Q Hâve you recdved ail the moneys that may hâve 
been due to you, from Mr. Sloan? 

A Yes, except about, I talked of $300, whlch 
I gave hlm in the form of commission to cover his expenses 

Q But you hâve a cloim against hlm for any money 
or security, today? 

A No, I don't. 

Q Were you satisfled with the activity as a 
broker for you? 

A Yes, I think so. I must say so. 

Q Okay. 

Mr. ïny, did yo.u. receive from Mr. Sloan 
securities that you purchased, on the settlement date 
of the transaction? 

A Not on the settlement date. 

Q Do you know if you received them onthe 

date that they became available to him. 

A I believe so, because he had to put them in 
transfer in my name, yousee, and it took some time, 
which I forbeae, and I didn't need the securities at 
the time. I lead him to understand that. 

Q Did you at any time return to Mr. Sloan's 
office, some of these securities for transfer to your 
name? After he had delivered them to you? 
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A Yes. 

Q Do you recall that? 

A Yes. Because I was worried that there would 
be too much money in his hands. 

Q I Just asked you, sir, when you had possession 
of the securities — 

A Yes. 

Q Were requests for transfer, into your name, 
personally? 

A Right. 

Q So, it is correct to say — 

A About four or five days after I daim 

them, in my name, four or five days, in my hands. 

Q Possession? 

A In my possession, yes. And the reason is that 
he could not get them transferred fast enough, you see, 
because there would be too much money in his hands, you 
see, so that I would hâve at least physical possession 
of these securities, and so that I wouldn't hâve 
a hundred thousand dollars in his handt when his 
capital was perhaps twenty thousand. 

Q At that point, you either had possession of 

your securities, when they were availatie? 

A Yes. 

Q Or they were being put in transfer for your 
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-, 
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1 

! 

ownershlp : 

is that correct? 



2 

A 

Yes, that*s substantially correct, to the 

• : 

/ 

3 |i 

II 

best of my 

knowledge . 


l 

1 . ^ 

4 

Q 

Fine. Thank you. 



5 

i 

A 

3o±e of these securities I didn*t get. 



6 ! 

i 

until', perhaps over a month from the purchase and 



7 

payment . 




8 

i 

Q 

Do you know the reason for that? 



9 

A 

That he didn't get delivery from Merrill.. Lynch, 



10 


Once he told me there was a prrblem with 



11 

Merrill Lynch, he didn't get the securities, and I took 



12 

his thirig at face value. You see? 


( ■ 

■ 

■ . 13 i 

Q 

.You see, you would nôt question his* honesty. | 

• 


14 

A 

I wouldn't question his honesty. I didn't. 



15 

Q 

Do you question it, now, Mr. Iny? 



16 

A 

No, I didn't, but I question some of his 



17 

pushy methods, you know. 



18 

Q 

In conducting his business? 



19 

A 

No, we were a friend and he sort of 



20 

switched around that friendship. 



21 

Q 

Is that a Personal matter between you and 


B? 

( 

22 

Mr. Sloan? 

• 



23 

A 

Ifs a small thing. I am not going to be bittei 

> 


24 

about it because I think that I would ri se above that. 



25 


1 

But you, I think it has ended any hcpes for, or 

ii 


* 

a 














* 
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JUDGE TRACY: On a certain date. 

Q Would you know if on February 26, that the 

* 

amount that you had paid was approximately $58,000, 

l 

solely for the Kaiser Steel? 

A Not solely for the Kaiser Steel, because 
this was,the 27 was for, also for theKaiser Steel, plus 
the 1500 Kaiser Resources, which is 10,000. 

Q If you remove the $10,000 for the Kaiser 
Resources, would the moneys that you had then paid, and 
advanced to Mr. Sloan, ap.'roximately $58,000, 
solely for the Kaiser Steel? 


2 , 000 . 


Yes. I see here, yes, if s an average of 29, 


Yes. 


Roughly speaking, yes. 

And the answer is yes, sir? 


Yes. 


MR. TAYLOR: That*s ail. 


MR. RASHES: There is one more question, your 


Honor, 


RECROSS EXAMINATION 


BY KR. RASHES: 


Q Mr. Iny, did the conversation you had with 
Mr. Sloan, back two orthree months ago, lead you to believe 
that on cross examination by his attorney, you would 
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CROSS EXAMINATION 


BY MR. TAYLOR: 

Q Mr. Sloan, you hâve previously stated and 
heard testimony to the effect that the Commisssion had 
requested from you certain financial information in the 
form of trial balances, schedules of securities and 
related documents; is that correct? 

A That is correct. 

Q Did you hear testimony here that on certain 
dates, you had not submitted that information? 

A Yes, I did. 

Q Do you recall those dates? 

A I don't recall the exact dates. 

Q Do you recall if lt was April 30, and May 31? 

A You mean these are the dates as of the 
trial balances? 

Q That’s correct. 

A These are the end of the month? 

Q Correct. 

A That's correct, yes. 

Q Were those the two dates? 

A Yes. 

Q Did you, in fact, submit that information 

to the commission? 

A I p;ave Mr. Kanoff a trial balance as of 
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Aprll the 30th, whlch is contalned over there on the 

/ I 

desk, which Mr. Kanoff received, apparently, I assume, 
from Mr. Kanoff's testimony, because I'm sure that he 
would hâve acknowledged that he dld recelve thls particular 


document. 


I corne to the conclusion, if I may be Dermitted 


to do so, that he either doesn't understand this trial 

balance or he takes some exceptions to it. 

But, I did, in fact, give Mr. Kanoff a trial 


balance. 


Q Will you describe in detail the documents that 

you did submit to the commission? 

A I gave Mr. Kanoff a trial balance. 

/ 

Q Was that prepared in your hand? 

A This was a computer printout. 

Q Therefore, it was a compiierized trial balance. 

A Yes. 

Q Would that be the correct term? 

A Yes. 

Q Did you give him any other records? 

A Can we fix a date? 

MR. TAYLOR: We are speaking of April 30. 
JUDGE TRACY: When did he give them to him? 
MR. TAYLOR: Yes. 

0 What was the date that you — 


T 
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A I Honestly don't recall. I am sure if the 

Commission will search their records, they will see this 
document was received and they will find the date. 

Q Do you know if you gave it to him during the 


month of May? 


A Yes, I did. 

Q Would you know if it was the second or third 

week of May? 

A I don't know the exact date. It's 

Q Approximately, Mr. Sloan. 

A It is my practice to préparé a trial balance 

on the lOth of the month. The reason I préparé a trial 
balance on the lOth of the month, is because, usually, 
that's the date, or approximately the date, when I get 
my bank statement, and so I can reconcile the bank statemenl 
to the trial totals, so make sure everything reconciles. 

The lOth of the month is usually the date 
the National Association of Security prescribed the 
date by which trial balances must be prepared by 
firms which are the membas of the National Association. 

JUDGE TRACY: We don't need this long an 
answer. What year are we talking about? 

MR. TAYLOR: 1971. 

JUDGE TRACY: He says he gave it to the 


25 


Commisssion. 
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MR. TAYLOR: Somewhere within the two-week 

period following the end of the month. 

q You stated you submitted a trial balance from 

a computerized run. Were there any other records? 

A I also submitteda stock record and a schedule 

of failures to deliver and fails to receive. 

q Did you submit t schedule of your trading 

account, long and short? 

A I don't believe so. But that would 

be dedûced from the trial balance. 

q And would that be part of the document you 

refer to as a trial balance? 

A The trial balance shows a trading account, 

the total — see, ln other words, I didn’t actually 

15 give a marked — I dldn't mark the - I’« not 

16 sure about the market of the securities. 

17 Q Bu t would the position be obtainable from 


19 

A 

Yes. 

20 

Q 

__ f r om the schedules you submitted? 

21 

A 

That is correct.' 

22 

Q 

What about the month ending May 31» 1971, 

23 

did you 

submit the schedules to the Commission? 

24 

A 

Well, on that', the only time that schedule 

25 

«as requested of me was on June the 9th, and Kanoff came 







> 
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1 

to ray office on that particular date and asked me for 


2 , 

the trial balance, and I told him I didn't usually hâve 


3 j 

this ready until the lOth. He left my office. He was 


« ! 

only there for a few moments, I believe, as I say, and that m 

as 

» ! 

| 

the last I saw of him. 


6 

Q Did he request the May 31 of '71 financial 


7 

statement from you, at a subséquent date? 


8 

A I don't believe he is or has ever asked me for 


9 

that information since that time. 


10 

Q Is it your testimony, Mr. Sloan, that you 


11 

peneraliy. -as a matter of practice, prepaed the required 

1 


12 

schedules, somewhere after the lOth or wlthin the two- 


13 

week period followinp the end of the month. 


14 

A That is correct. 


15 

JUDGE TRACY: I want to p-et clear.here. He 


16 

said Mr. Kanoff came to the office and asked him for it. 


17 

Did he ever submit any for May? 


18 

MR. TAYLOR: I asked him that question. He 


19 

• 

responded, no, because he did not r.et a request for it 


20 

subsequently to that date, sir. 


21 

JUDGE TRACY: Ail right. 


22 

BY MR. TAYLOR: 


23 

Q Mr. Sloan, do you hâve in your records, in 


24 

your office, trial balances and ail of the related schedules 


25 

that we tare been discussinp here, for the entire period 



J of the complaint? 
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A 

Yes. 

Q 

Was there a time when some of these schedules 

may not hâve been completed? 

A 

Oh, yes. 

Q 

Did you subsequently receive advice that these 

were required and you must maintaln them currently? 

A 

Yes. 

Q 

Do you do so? 

A 

Yes, I do. 

Q 

Now, .devote your attention to the period of 

August 10 

10, 1971, and August 13 of 1971. 


Mr. Kanoff solicited your office at that 

tlme? 

• 

A 

Yes, he did. 

Q 

çouid you tell us what the substance of your 

conversation with him at that tirne was? 

A 

I think that when Mr. Kanoff arrivecT in my 

office, I 

think he came very early on those two days and 

actually 

I wasn't at the office yet. So, my clerk who 

is employed by me, called me up. I think I was still 
at home in bed. I alept late or something, and it 

was about 

_ fairly late time of the morning. 

Q 

You then return to your office and speak with 

him? 


A 

I came to my office and spoke with him. 
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1 

Q 

Did you hear him testify while you were 


2 i 

aittinr, here, that he ooserved certain confirmations on 


3 

your desk. 

in each of thés* visits? 


4 

A 

Yes, I did. 


5 

Q 

Do you remember the number of confirmations 


6 || 

he said he 

observed? 


7 ! 

A 

I think he said four or five, or three or 


8 

four or five. 


9 1 

Q 

Did you hear him State that those confirmations 


10 1 

were current? 


11 

A 

1 

Yes, I did. 


12 

Q 

Did you hear hlm iefine current meant the one 

• 

13 

day prior 

to the date of the visit? 


14 

A 

Yes, I did. 


15 

« 

I ask you, Mr. Sloan, did you, on my 


16 

Instructions, check your blotter to find out if you had 


17 

any security transactions on August the 9th of 1971 . 

! 


18 

A 

Actually, there was one statement that T take 


19 

exception 

to that Mr, Kanoff made. 


20 


JUDGE TRACY : Will you answer the question. 


21 

Q 

Did you, on my instructions, look to your 


22 

blotter to see if there were any 


23 

A 

Yes. 

• 

24 

Q 

_ any purchases or sales on or about Aupust th< 


25 

9th of '71? 


\ 


1 
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office, on July 28 if '71? 


Yes, I do. 


Would you tell us the substance cf that meeting? 


V/e 11, first the individuals présent were myself, 


my lawyer, Mr- Weiss, my accountant, Mr. Taylor — 


was Mr. Rosen — what's his name? Mr. Nortman, I believe 


a Mr. Rosenberg, I believe he was there. I'm not sure, 


and Mr. Kanoff. I'm not sure about Mr. Rosenberg, but 


everybody else was there. 


Would you then tell us what happened at that 


meeting? 


What happened at that meeting, was Mr. Taylor, 


my accountantreported that I had, dtie to the fact that 


I had a very large trading position, in particular, I 


was short a very substantial number of Management Assistance 


9 

bonds, that as a resuit of taking a capital stiare 


eut, even thought I had, still had a substantial net 


worth, and equity, that actually I was not in, at that 


moment. I was not in Compliance with the capital 


requirement, because —— simply because of the size of my 


trading position. 


Was there any conversation as to the élimination 


of the management assistance bond position, as the effect 


upon the déficit on that particular date of June 30? 


25 
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A I don’t recall lf we discussed that partlcular 
subject. I do think that I may hâve mentioned the 
fact that thls was my — that thls was the position 
that had caused thls partlcular problem. 

Q Is it your statement that the problem concerning 

the déficit, with the élimination of Management Assistance 
bonds, who, in fact, know the size, is that correct? 

A Yes, If I did not hâve a position, although 
I would hâve to check the figures precisely, if I did not 
hâve a position in management assistance bonds which 


was a short position, then I would not hâve a capital défiei 
Q Could you tell us what was agreed upon, in 

substance,with the Commission and yourslef, as the 
broker-dealer, concerning curing of the déficit problem 
you had? 


) 

;ncy. 


A Well, I agreed not to transact any new business. 

Now, thls was meant and I think we had 
substantial discussions, not only at this meeting, but 
directly after this meeting on the phone conversations, 

I think I called up Mr.Nortman or Mr. Weiss and I may hâve 
called Mr. Nortman, to ask for clarification on certain 
of the flner points. 

Basically, the agreement was that I would not 
do any more business in that I would not take any new 
positions in securities. 


Q 


Did that mean that you could cover your 
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your short position? 

A It meant I could cover my short position. I 

♦ 

could sell out my long positions. I could take in and 
pay for any stock that I recelved in. I could deliver 
out any stock that I owed and receive money for it, and 

that I could take any other steps which would facilitate 

» * 

the réduction of my capital liabilities. 

Q Would that in effect mean you could contribute 
capital to the firm? 

A Yes. 

Q Was it also agreed that you could pay your 
regular expenses as part of this agreed that you could 
pay your regular expenses as part of this agreement? 

A Yes, right. 

Q Mr. Sloan, I ask you, was it your intent 

at that time, to comply with that agreement? 

A Yes, it was. 

Q Did you fully, in your understanding, comply wi 
that agreement? 

A Yes, I did. 

Q Is it correct to say that during the period 
involved, that the purchase and sale activity that you did 
was in keeping with the either the liquidation of short 
position or the sale of your long position? 
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That's correct 


Q In order for you to hâve done that, Mr. Sloan, 
can you tell us, in the form uJ loss or expense, the 
amount that you incurred to your firm, for complying 
with that agreement? 

MR. RASHES: I object to the relevance of 

this question, your Honor. 

MR. TAYLOR: Your Honor, one of the thinps at 

issue in this case is whether or not Mr. Sloan, from 
the period of July 31,did, in fact, do business or not. 

I think that — I think that the bearing 
that his testimony should hâve upon the results to hib 
firm, is certainly of concern and should hâve been 

interested to this Court. 

MR. RASHES: Your Honor,I don't think any 

presumption can be drawn by the fact a firm either makes 
or looses money, whether they are doing business or not. 

JUDGE TRACY: I will allow that question. 
Objection overruled. 

A Well, to explain to you what exactly the 
problem was 

JUDGE TRACY: I don't want an explanation. I 
want an answer. 

q I didn't ask you that question. I asked 

you, ln order to comply with this arreement, and the perlot 
of tlme is Ohly the period with i the framework of July 
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of '71, through January of '72, that to comp y ln that 
period, what was the cost to Sloan to comply wlth that 


agreement? 


I would say ln the vicinity of ê% TO $30,000/ 


Q Of losses' 


Yes. 


q _Because you could not, in effect, protect 

or defend your trading positions, but you must 

only act in accordance wlth the agreement; is that correct? 

A • Yes. 

Q Now, I also 

MR. TAYLOR: I believe, your Honor, it’s 
E*hibit 7, and the related letters. I don't know.if this ( 
enclosure letters. I don’t know if this enclosure letter, 
dated July 29, written by me to the Commission, had 

been marked separately, as an exhibit. 

This is the June 30 materials, your Honor. 

This letter is enclosed with it. 

JUDGE TRACY : Off the record. 

(Discussion off the record.) 

JUDGE TRACY : On the record. 

BY MR. TAYLOR: 

Q Mr. Sloan, do you recall a letter dated 
July 29, 1971, that Is addressed on your behalf, to the 


25 


Commission? 






rewrlte, by hand, ail of the ledgers and the blotters, which 


are generally requlred. 

In other words, baslcally, I go back and do 
three month's work, for the months, I belleve here, are 
Aprll, May and June, for those three months. I dld that. 

I went back' and rewrote — I couldn't do lt myself. I 
had two people working for me dolng lt, actually, and 
I checked the work. 

I went back and rewrote by hand, every single 
ledger, and blotter, every day for that perlod. 

Q That was done because you were lnstructed to do 

\ 

A Yes. 

0 Were you told the reason for lt? 

A The reason was beause my accountant dld 
take certain exceptions to the form ln which some of the 
reports of the computer service wasglven. 

Q Were you told that these forms were not 
acceptable, or that they were extremeîy dlfficult to analyse 

A These forms were excremely dlfficult to 

r 

analyze. 

Q Mr. Sloan, at any tlme durlng the course of 
these submission of trial balances to the commission, 
had you been aaked lf you had any Personal assets, 
slnce you were a sole proprletor, that should be 
lncluded ln your balance sheet? 

N 
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by hand, whlch are submitted to the computer, the 
daily work run whlch the computer service provides me, 
whlch is comblned wlth the handrun, and also to the 
trial balance, and this is, in effect, the trial balance 
and supporting schedüles. 

Q Did Mr. Barton examine those records in the 
company of any other staff examiner? 

A Well, Mr. Brand was there, Mr. Kanoff was there, 
and my lawyer, Mr. Webs was there, 

Q Were you there? 

A I was there, yes. 

Mr. Barton did not prétend to do a through 
examination of these records. 

He was only there for maybe 20, 25 minutes, 
maybe shorter. 

Q Did he make any obss’vations as to their 
character? 


A Yes, he was familiar with this type of 
computer System. 

Q What did he say? 

A He said that these records did provide an 
adéquate means vtereby Mr. Kanoff could conduct a 
meaningful broker-deâer inspection of our books and 
records. 


MR. RASHES: Could I hâve that answer read? 
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• 

1 

BY MR. TAYLOR: 




2 

Q Mr. Sloan, I would request that the explanation 




3 I 

be as brief as possible. 




4 

Now, the first item, what ' s that first item 




5 

listed where it's marked new? 




6 

A American Raceways. 




7 

0 How many shares? 




8 

A 380. 




9 

Q Do you know what that — pardon me. 




10 

MR. RASHES: We wll concédé on that — 




11 

excuse me, we will concédé on that first item, American 




12 

Raceways, that it was an error on the chart. It should 



• 

13 

not be a new position. We went into that yesterday. That 




14 

relates to the trading schedule, whereas, at the bottom 




15 

one copy we couldn't Xerox properly. 




16 

BY MR. TAYLOR: 




17 

9 

Q Go to the next one, please. 




18 

A The next one is Cinemation Industries. 




19 

Q I hand you a copy of that, Mr. Sloan, and 




20 

there are notations on it, information you supplied me 




21 

with yesterday. 




22 

MR. RASHES: Your Honor, I don't think it's 




23 

proper to hand him a marked copy. I think the exhibit 



• 

24 

that's in evidence is proper to give to the witness. It is 




25 

suggesting certain testimony. 




1 










20 


21 

* 

22 


23 
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Q Now, Mr. Sloan, we had — you heard some 

testimony concerning your annual report for 1970? 4 

A Yes. 

Q Under the rule, X17A5, will you tell us, had 
you engaged an accountant to préparé a report requlred unde:' 
the rule? 

A Yes, I did. 

Q Will you tell us thelr name, please? 

A His name was Martin London at the firm he worke< 

for was Lader, Scheps & London. 

Q If you know, if they are located at 570 7th 
Avenue, New York. 

A I. believe that that was the address at one. ^ 
time. I haven't had any contact with them recently. 

Q Did they in fact, submit to you a questionnaire 
speaking of a date as at September 25, 1970? 

A Yes, they did. 

Q Did you file such report with the Commission? 

A I was about to, and then I was informed 

by somebody in the Commission staff, that I would be 
placing myself in Jeopardy if I did, becase I had Just 
discovered that Mr. London was a partner of another 
brokerage firm. 

Q Would you remember who you spoke to at that 

time? 
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• 1 

A I believe, and I am really — I had 


2 

several conversations with the SEC, I was Just Consulting 


3 ! 

my notes, I believe lt was a Mr. Jaffee, according to 


4 i 

my notes. 


5 

Q Jaffe, Jaffe, I believe. 


6 

MR. TAYLOR: Excuse me, your Honor. 


7 

Let the record note there is such a person 


8 

JUDGE TRACY: In the New York office. 


9 

MR. RASHES: He was in the New York office 


10 

at that time. 


11 

JUDGE TRACY: Ail right. 


12 

A 

Q Did you try at a subséquent date in 1970, to 



comply with the reporter requirement. 


14 

A What Mr. London had done, is he had kept 


15 

my statement for ail thls period of time. In fact. 


16 

he even kept it beyond the 45 days it was required and 


17 

wrote to the Commission for an extension, I believe 


18 

you are entitled to one extension, so, by the time 


19 

I found out I couldn't file it, it was already approaching 


. 20 

the beginning of '71. 


21 

Q With that in mind, did you then hâve any 


22 

further discussions with the Commission, concerning 


23 

that filing. 


• 24 

A Well, I told him I would engage another 


25 

accountant to préparé the filing. 
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Q Do you kraw to whom you spoke? 

A I spoke to, on that particular situation, ^ 

I spoke to a Mr. Rashes, I believe was his name. 

Q This Mr. Rashes sitting here? 

Q Did you then hâve an accountant by the rame 

of Raymond Leon, conduct an audit cf your firm? 

A Yes, I did. 

Q Did he préparé and submit to you, a form and ropor 

under the Rule X17A5 for filing, for 1970? 

A Well, I think it was as of the date, January 

29, 1971. But this was — Mr. Jaffe also, I asked 

% y 

Mr. Jaffe whether I should backdate the new report as of a 
date in 1970, and he told me, no, not. to backdate it as of a da 
in 1970, but to file a current report as of the most 

current date I possibly could file. 

Q Is it correct to State that you then under- 

stood that this was your filing for the 1970 requirement? 

A That's correct. 

Q Whether or not that be correct, that was your 
understanding. 

JUDGE TRACY: What do you mean by this? 

MR. TAYLOR: I am going to make it, now, 


your Honor 


I only hâve a very bad copy, sir. 

I ask you, Mr. Sloan, can you tell me what 


r 
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this document is. 

A This is a photocopy dated March 30, 1971, of an 

amended , X17A5, questionnaire. 

MR. TAYLOR: Your Honor, we would submit that 

we do not hâve the original. It's only a copy. 

JUDGE TRACY: Is the original filed with the 


Commission? 


file. 


MR. TAYLOR: It should be in the Commission's 


MR. RASHES: What date is this? 

MR. TAYLOR: This us dated, with the covering 
letter of March 30, speaking as a date of January 29. 

MR. RASHES: Yes. that's in the Commission's 


file. 

MR. TAYLOR: They acknowledge it's in the file. 
JUDGE TRACEY: Is that the file I am going to 

take official notice of. 

MR. RASHES: Yes, that's the file you took 

official notice of. 

JUDGE TRACY: Ail right. 

We hâve already taken official notice of it. 

If you want to ask any questions about it, you 

may. 

MR. TAYLOR: I asked my questions, your Honor. 
As long as they do acknowledge it s in their 
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JUDGE TRACY : No use putting it in again. 

TAYLOR i Right. | 

Q Ail right, then, Mr. Sloan, directing your 

attention, know, to the date of June 30 — 

A That*s correct. 

Q Did you cause to hâve been prepared and then 
filed a June 30, 1971 report, with the form and requirement 

of the Rule X17A5? 

A Yes, I did. 

Q will you tell us who filed that for you? 

A Mr. Robert W. Taylor. 

MR. RASHES: Your Honor, I am going to 

object to this line, of questioning. We hâve been over 
it and over it and over it, as Irrelevant. There’s no 
allégation that Mr. Sloan has not filed the X17A5 report fo 

1970. 

JUDGE TRACY : He can cross examine on it. 

' He is cross examining the respondent’s version 
of the filing of these reports. You put in your version 
of it. I think he is entitled to. 

MR. RASHES: Ail right. 

MR. TAYLOR: If I may pronounce and ask the 


25 


Court to take notice, there is a rule, 240.17A5 that 
requires minimum one annual report. There is nothing 
in the rule that prohibits more than one filing in any 
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given period. 


Q Ail right, then, Just to conclude wlth the 

wltness, your Honor, Mr. Sloan, dld you ever, wlth any 
willful intent misinform the Commission or any of lts 
staff, as to your financlal matters? 


Q Put your hand down, sir. 


Q Dld you wlllfully and wlth any intent, violate 
any, to you, of the known securities laws, rules or 

régulations? 

A No. 

Q Dld any customer for whom you had transacfced 

business, ever not receive their money's worth or 
securities from your firm? 

A No. 

Q Hâve you ever refused or defailted in a 

securities timsaction, with another broker-dealer? 

A No. 

0 Hâve you always paid ail of the Just debts 

of your firm, as th«y corne due for payment? 

A Yes. 

MR. TAYLOR: That would be ail, your Honor. 
MR. RASHES: Your Honor, could we please hâve 

five or six minutes to consult? 
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A Yes, sir. 

q Now, Mr. Sloan, did your books and records or 
in spécifie, your capital account in your books and 
records reflect your personal assets? 

Ail your personal assets? 


A No. 

Q Mr. Sloan, in Exhibit 16 a, that's the exhibit 

with the new and possibly new market positions, dü you 
get by in those, Mr. Sloan, before you were bought in? 

A Yes, I did. ' ' - • —_ 

Q You got these prior to being bought in, Mr. 


Sloan. 

A Certainly. I am required to receive a buy 

{ 

notice one day before the execution of the buy-in. 

Q Did you file an X17A5 on or before January 15, 
MR. TAYLOR: Your Honor, I again object . 

These matters hâve ail been gone lnto before. 
There is a file the Court has taken even notice of. Does 
this serve any purpose? It's merely répétition. 

MR. RASHES: We had testimony that Mr. Sloan 
tried to file, and he found out this thing the accountant 
was not a proper certifying account, was not independent 
and I feel that this goes to the very heart of the 

matter, this one question. 

MR. TAYLOR: Your Honor, I believe that the 

questions had been asked and you hâve a filed -- you 
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hâve a file notice, at the reauest of the Commission, 
and the information is contained in it. 

JUDGE TRACY: I will allow one question. 

Do you want to repeat the question? 

THE WITNESS: No. 

Q Mr. Sloan, I show you what has been marked 
Division's Exhibit 19, for identification. Would 
you tell me what it is? 

A Affidavit. In the matter of Shearson, Hammill 

Q Okay. 

~ MR. TAYLOR: Your Honor, we had gone through 
a great length this very maTtèr~r~'Y^&£e* , 4&y » and at that 
point that item was not in evidence, and it was not 
to be put in evidence, and I though we had exhausted 
that at great length. 

JUDGE TRACY: The exhibit was withdrawn, from 
being offered, but it was a marked exhibit, and we 
are not getting into the merits. We hâve some questions 
on the witness' credibility, and we seek to show his 
credibility through certain questions, pertaining to 
this exhibit. 

MR. TAYLOR: Your Honor, I submit again, that 
that item was formally withdrawn and I think the record 
will indicate that. 

MR. RASHES: The item wa s offered and the 


offer into evidence was withdrawn, but it's a marked 





his client’s testimony, and I am just calling Mr. 

Kanoff for the very limited purpose of asking hlm two or 
three questions referri.ig to what Mr. Sloan said in this 


court room not more than ten minutes ago. I do not 
wish to reopen the case through Mr. Kanoff. 

MR. TAYLOR: Your Honor, I submit that a 
rebuttal witness, of course, may be called by the 
Commission, with the Court's approval. 

However, this is a witness in this case, and if 
after the Commission has rested, and they hâve more than 
opportunity to examine him before, that at this point, if 
he is going to be asked to testify against, I should 



i 


be permitted to examine him again. 

MR. RASHES: Your Honor, by Mr. Sloan's testi¬ 
mony, we might hâve had ample opportunity to examine Mr. 
Kanoff, but Mr.Sloan's testimony opened up some areas 
that we would likc to explore with Mr. Kanoff, basically 
inconsistencies between statements Mr. Kanoff made under 


oath and Mr. Sloan made under oath. 

We would llke to clarify it in the form of rebut 
MR. TAYLOR: If this witness has testified, 
his testimony is in the record. If it is a matter of 
asking him the same questions in a different form, again, 

I would then object to his being called because in sub- 


tal 


* 


stance, he is not a rebuttal witness then. 
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JUDGE TRACY: Let me ask Mr. Rashes, is Mr. — 
is there going to be any new évidence introduced, other than 

testimony, through Mr. — 

MR. RASHES: New exhibits, sir? 

JUDGE TRACY: New evidence, other than Mr. 

Kanoff getting on the stand 

MR. RASHES: If you wish, I will approach 
the bench and show proof of what we attempted to do here. 
JUDGE TRACY: Ail right. 

Off the record. 

(Discussion off the record.) 

JUDGE TRACY: On the record. 

MR. RASHES: Mr. Kanoff, will you please 

take the stand? 

JUDGE TRACY: Mr. Kanoff was previously sworn, 
and you are still under oath. 

Whereupon, 

SHELDON KANOFF 

having been previously sworn, resumed the stand and 
testified as follows: 

EXAMINATION 
BY MR. RASHES: 

Q Mr. Kanoff, you heard Mr. Sloan in Mr. Taylor's 
questions bring forth the fact that there was a certain 
meeting and in attendance were yourself, Mr. Barton and 
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1 

possibly Mr. Rosenberg. 


2 

Were you présent at that meeting? 1 

» 

3 

A Yes, I was présent. Mr. Brandt. 


4 

Q What transpired at that meeting, Mr. Kanoff? 


5 

A The meeting was held to détermine whether or 


6 

not the types of records that Mr. Sloan had, were sufficien 


7 

to qualify under Rule 17A5- 


1 ' 8 

MR. TAYLOR: Is that ail, your Honor? 


9 

MR. RASHES: One more. 


10 

BY MR. RASHES: 


11 

Q To the best of your recollection, what did 


12 

Mr. Barton say, at that meeting, in reference to this? 


f 13 

A To the best of my recollection, Mr. Barton ^ 

§ 

14 

held that the records that Mr. Sloan had with him at 


15 

the time, were not sufficient to qualify under the 


16 

requirements of Rule 17A5, the books and 


17 

records rule. 


18 

Q Did he give any reasons why they were not 


19 

sufficient at that time, Mr. Kanoff? 


20 

A I believe he did, but I don't recall ail the 


21 

reasons he gave. 


22 

Q Do you recall any of the reasons? 


, 23 

A I believe that one of the reasons, the one 


24 

that sticks in my mind is there was no recording of certif 

1 


25 

cate numbers on certain of the records. 

1 W 

, / 

Q Do you know what records they weref 



f 
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1 

A 

Delivery bills, I believe, or other items. 

2 

1 

II 

Q 

Any other insufficiencies that were noted by 

3 ! 

Mr. Barton 

at the time? 


A 

I don't recall them. 

5 j! 


MR. RASHES: Thank you. 

6 ! 

- 

No further questions. 

7 

EXAMINATION 

8 

BY MR. TAYLOR: 

a i 

! 

Q 

Mr. Kanoff, did I understand you to say that 

10 

Mr. Barton 

was pnsent during the course of that entire 

il 

meeting. 


12 

A 

l 

Mr. Barton was at the meeting. I don't 

13 

recall if 

he was there the entire meeting, though. 

14 

Q 

Well, would you try 

15 

A 

May I go through my mind as I could recall? 

16 

Q 

No, sir. I will Just ask you questions. 

17 


How long did the meeting take? 

18 

A 

Over ail, I don't believe it took more than 

19 

a half an 

hour. But I don't really recall. 

20 

Q 

Didn't Mr. Sloan testify Mr. Barton left the 

21 

meeting? 


22 


MR. TAYLOR: No, sir. 

23 


JUDGE TRACY: I thought he testified that he 

24 

wasn't there for the whole meeting. 


25 


MR. TAYLOR: That ' s the point I am trying to 
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establish with this witness. I will bring out how he 


a w 
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was at the meeting. 

JUDGE TRACY: Ail right. 

BY MR. TAYLOR: 

Q Pardon me, is it correct to State that the time 
or ihe meeting in your memory is one half hour? 

A Approximately that, yes, sir. 

Q What records were produced for examination at 
this meeting? 

A I don *t recall ail the records that were 
produced by Mr. Sloan. 

Q Vas a blotter form produced? 

A I don't recall the records that were 

produced. 

Q You don't recall any of them? 

A I recall that he had certain of these mémo 

tickets with him. I recall that he had certain machine 
runs, but I don't know at the time also of those runs. 

Q When yca say mémo, do you mean the input form 
for a machine — 

A Machine input information. 

q Mr. Kanoff, would you accent that Mr. Barton 

was r.ot présent at that meeting? 

A If you are referring to it in its ertirety, I 


25 


would not accept that statement, no. 
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Q Would you accept that Mr. Barton's only 
participation was less than ten minutes? 

A Perhaps so. 

Q And that he looked at the records that were 
handed to him by Mr. Sloan, and that he said, would you 
accept that he said, that these records would be sufficient 
to conduct the regular brokerage b usiness, and to 
produce an audit report? 

A We wouldn't accept that statement, no. 

Q If I represent to you that Mr. Barton told 
me that, would you accept it, then?-- 

A No, sir. 

MR. RASHES: Your Honor, I believe this is 

a different représentation than Mr. Taylor made earlier in 
this morning. 

JUDGE TRACY: We are betting beyond the scope 
of the rebuttal testimony here, now. You were trying to 
inject your te±imony as to what happened betv.*en you and 
Mr. Barton on 'he téléphoné two years after the meet'ng, 
and I don' t think that's going to be — I am not 
going to admit it. 

MR. TAYLOR: Then, I would not go any further. 

JUDGE TRACY: Ail right. 

MR. RASHES: We hâve no further questions. 

MR. TAYLOR:: No further questions. 




25 
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JUDGE TRACY: You are excused. 

(Witness excused.) 

MR. TAYLOR: We hâve no other witnesses, your 


JUDGE TRACY: We com to the end of the 


proceedings, then. 

In the post hearing proceedings, what is the 
wish of the parties as to any initial decision by me? 

MR. RASHES: The Division would want an initial 

decision by you, your Honor. 

MR. TAYLOR: I would so request, your Honor. 

JUDGE TRACY: Ail right. 

And I would like to Just verify the exhibit 

# 

list with counsel. I hâve ail tho exhib its that were- ^ I 
they run through 21 for the Division and they were ail admitted 
into evidence except for 19, which was withdrawn, is that 


correct? 


MR. RASHES: That's correct, your Honor. 
JUDGE TRACY: Mr. Taylor has one exhibit. A, 


which we put in as Exhibit. 


your Honor 


MR. RASHES: That 1 s the preliminary injunction,' 


JUDGE TRACY: Order of injunction. We also 


take official notice of it. In order to complété the 
record, ifs in as an exhibit. The exhibits are in the 
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possession of the Division, I assume? 

MR. RASHES: Yes, sir, your Honor. 

JUDGE TRACY : And you will submit them 
HR. RASHES: I belleve we agreed at the openinf 
day, that we could substltute copies of the exhlblts, ls 

that correct? 

JUDGE TRACY : Yes. 

MR. TAYLOR: That was so stipulated, your 

Honor. 

JUDGE TRACY: It becomes necessary to fix the 

time for briefs and I 

MR. TAYLOR: Your Honor, as you do that, 

please, the reporter advlsed m e It wlll take approxl- 
mately two weeks to get two weeks to get the trahscrlpt. 

JUDGE TRACY: Well. the - !•« >«= serlatUm 

briefs, ln any event, consecutlvely rather than 
concurrently. The Division wlll file a brlef and then, 
wlthin 30 days, normally, then you hâve 30 days ln whlch to 
fuke tlyr brlef, lf a reply brlef is necessary, the 

Division has 15 days. Decenber 1 1= a Frlday. 

1 am golng to xiake lt December 1, for 
Divlslon's brlef, and that would brins us to January 1, for 
respondent's brlef. That ■ s a hollday, I asssume, so why 

don’t we make it January 2. 

MR. TAYLOR: Ail rifçht, sir. 


c 
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JUDGE TRACY: And then the reply brief would 


be due January 17 } if any. 

Now, let's go off the record. 
(Discussion off the record.) . - 
JUDGE TRACY: On the record. 
The hearing is adjourned. 

Thank you, gentlemen. 

(Hearing closed: 1:02 p.m.) 
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UNITED STATES OF AMERICA 
Betore the 

SECURITIES AND EXCHANGE COMMISSION 
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In the Matter of 

SAMUEL H. SLOAN d/h/a 

SAMUEL H. SLOAN & CO. (8-15750) 


ADMINISTRATIVE 

PROCEEDINGS 

FILE NO. 3-3680 

ANSWER - 


SIRS: 




PLEASE TAKE NOTICE that respondent, SAMUEL H. 


SLOAN d/b/a SAMUEL H. SLOAN & CO., by-bis attorney r Robert 
W. Taylor, interpose this Answer to the allégations of the 
Order dated April 25, 1972. Said Answer is subscribed by 
the undersigned as attorney, upon information and belief, 
with the source of thfe Information and the grounds of 
belief being conversations with the aforesaid respondent. 

AS TO PARAGRAPH 1 

1.) Admits the allégations in subparagraphs A 


and B. 


AS TO PARAGRAPH 11 


2. ) Déniés each and every allégation contained 

in subparagraphs A, B and E. 

3. ) Admits the allégations contained in sub- 

paragraph C as regards filing of the annual report of 
financial condition under Rule 17a-5, but déniés that such 
late filing was silfully done so as to violate Section 

• V / 

17(a) of the Exchange Act. 

4. ) Admits the allégations contained in sub- 
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paragraph 1) as regards filing of the annual report of in- 
corne and expenses under Rule 17a-10, but déniés that such 

t 

late filing was wilfully done so as to violate Section 
17(a) of the-Exchange Act. 

5. ) Admits the allégations contained in sub- 
paragraph F as regards the C onsent Injunction (emphasis 
supplied), referred to, dated June 24, 1972, in the United 
States District Court for the Southern District of New York. 

A3 A FIRST AFFIRMATIVE DEFENSE 

6. ) The respondent, Samuel H. Sloan, is the 
sole owner and ls doing business as a securities broker- 
dealer under the naiae of Samuel d. Sloan & Co. 

7. ) That during the period January, 1971 and 
continuing to the présent, the respondent has diligently 
and with great concern, maintained the books and records, 
in particular: 

A») Ledgers reflecting ail assets and liabilities, income 
and expense and capital accounts. 

B. ) Stock record 

C. ) Records of securities failed to receive and to deliver, 

D. )- Confirmations of ail customer transactions 

E. ) Trial balances of ledger accounts. 

so as to comply with Section 17(a) of the Exchange Act and 
Rule 17a-3 and 17a-4 promulgated thereunder. 


2 - 
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AS A SECOND AFFIRMATIVE DEFENSE 

8. ) Respondent.. repeats and realleges ail the 
matters stated in paragraphs 6 and 7 with the same force 
and effect as if repeated in full herein. 

9. ) Tbat during the period January, 1971, to 

on or about January 31, 1972, respondent's net capital 

required under Section 15(c)3 of the Exchange Act and Rule 

15c3-l promulgated thereunder was no less than $5,000,00 

and the ratio of aggregate indebtedness to net capital was 

not greater than 2,000 per centum. 

" • 

AS A THIRD AFFIRMATIVE DEFENSE 

10. ) Respondent repeats and realleges ail the 
matters stated in paragraphs 6, 7, 8 and 9 with the same 
force and effect as if repeated in full herein. 

11. ) That the annual reports of financial con¬ 
dition and income and expenses required under Section 17(a) 
of the Exchange Act and Rules 17a-5 and 17a-10 respective- 
ly, were filed and accepted by the Commission, prior to 
the date of the Order for Public Pro^eedings herein, 

AS A FOURTH AFFIRMATIVE DEFENSE 

12. ) Respondent repeats and realleges ail the 
matters stated in paragraphs 6, 7, 8, 9, 10 and 11 with the 
same force and effect as if repeated in full herein. 

- 3 - 
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13.) That as a matter of law, the mere fact of 
the existence of a Consent Injunction (emphasis supplied), 
cannot be the basis for a cause ol ccmplaint in an 
Administrative Proceeding. 

A copy of the Answer is herewith being served 
upon every person on the service list annexed to the Order. 


DATED: NEW YORK, N.Y. 

May 16, 1972. 


'.cj. 


Attorney for Respondent 
SAMUEL H. SLOAN d/b/a 
SAMUEL H. SLOAN & CO. 

Office & P. 0. Address 
160 Broadway 
New York, N. Y. 10038 
Tel.: 212 - 233-0677 
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UNITED STATES OF AMERICA H£- 

Before the 

SECURITIES AND EXCHANGE COMMISSION 


In the Matter of 

SAMUEL H. SLOAN d/b/a 
SAMUEL H. SLOAN & CO. 

(8-15750) 


Pétition for Review 
of Initial Decision 
Administrative Proceeding 
File No. 3-3680 

*. - 


To the Securities and Exchange Commission: 


The pétition of Samuel H. Sloan d/b/a Samuel H. 
Sloan & Co., requests the Commission to review the itial 
Decision under Rule 17 - Rules of Practice of the Com¬ 
mission, in the above stated matter. 

’ • 

A.)- Exception is taken to the following findings and 
conclusion therein: 


1. ) A préjudiciai procédural error was committed in 
the conduct of the proceeding in that hearsay evidence 
was admitted over objections and not properly corrected 
by direct evidence and admission into evidence of matters 
pending involving respondent with other broker-dealers not 
subject to or made part of the complaint herein. 

2. ) The finding that respondent wilfully violated 
the Commission Rules involved is clearly erroneous and 
against the weight of evidence. 

B.) The findings that respondent Sloan did in fact 

wilfully intend to violate the alleged violations of 


2 
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Rules involved is clearly erroneous and against the 
weight of evidence. 

C. ) The legal conclusion that respondent Sloan wilfully 

intended to violate the alleged violations of Rules 
involved is clearly erroneous and against the weight 
of evidence. 

/ 

D. ) The findings that respondent's wilfullness required 

on the alleged violations in this proceeding " does not 
require an intent to violate the law" is in error and 

contrary to law and policy of the Commission. 

* . * *% 

E. ) • An error of law and policy of the Commission was made 

in that the Initial Decision weighs upon possible 
future conduct of the respondent herein as a basis 
for the decision. . .... 

F. ) An error is made in that the penalty imposed is con¬ 

trary to the law and policy of the Commission in that 
the violations alleged are the first charges against 
the respondent and the decision for expulsion is 
punitive in nature as no public interest is involved 
in this matter. 


WHEREFORE, petitioner prays the Commission order 
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a review of the Initial Decision herein. 


SAMUEL H. SLOAN d/b/a 
SAMUEL H. SLOAN & CO. 


Dated: May 8, 1973 

New York, N.Y. 


By 


ROBERT W. TAYLOR, ESQ. 
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160 BROADWAY 
NEW YORK. N. Y. îoose 
233 - 0676 - 7-8 


Robert W. Taylor 

ATTORNEY AT LAW 


«Sæs®* 

JUN 21 >973 _ 




326 BLOOMFIELD STREET 
HOBOKEN. N. J. 07030 
796-1067 


June 19, 1973 


Ronald F. Hunt, Secretary 
Securities and Exchange Commission 
500 North Capitol Street, N.W. 
Washington, D. C. 20549 



r» 

O 


i.C. 


Re: Administrative Proceeding 

File No. : 3-3680 _~.JUï4 2 1 1973 


Dear Mr. Hunt: 


Enclosed please find photostat of settlement and 
release in the matter of Samuel H. Sloan's claim against J 
S. Love & Co., Inc. 


During the course of the Administrative Proceeding, 
I attempted to restrict the discussions of this claim from 
the hearing, in that I felt it had no application to the 
violations alleged, while the Commission’s staff interjectea 
this extraneous matter in the proceedings and sought to make 
a great issue of it in their briefs. 


I stated to Administrative Law Judge Tracy that I 
could not enter into any evidential hearing on this point, 
since to do so would hâve prejudiced my client and trieretore, 
did not seek to résolve the merits of my clients claim. 


An examination of the enclosed release clearly 
indicates my client was completely correct in this matter 
and that the securities in issue ail belonged to him and he 
received full payment in restitution for them and committed 
no untort act in regard to this transaction. 

The exact amount involved in the claim $10,273.58 
is so listed in the release and completely vindicates my 
client and clearly establishes the Commissions error in 
pursuing the matter and should negate the weight given to 
this one sided présentation and by the Administrative Judge 
in his decision. 

It is respectfully requested that this letter and 
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Ronald F. Hunt, Secretary 


June 19, 1973 


the copy of the release attached be made part of the record 
in this matter and brought to the attention of the 
Commission in the matter of my pétition for review of the 
Initial Decision. 



Very truly yours, 

/tr 

Robert ff. Taylor 


RffT :MB 
Enc. 


Certified Mail 


R.R.R. #673271 


CC: 



The Honorable Ralph H. Tracy 
Alan M. Rashes, Esq. 


I 





9. 

: that these securities were in Sloan's possession. (R. 141, 142, 
161-164, 239, 240, 318-323, Div. Exh. 12) An examination of Sloan's 
testimony on this matter (R. 318-323) will demonstrate his evasive- 
. ness and his over-all attitude to the entire proceeding. In con- 
trast to Sloan's unsupported and unsupportable arguments, stands 
i the testimony of an experienced SEC : nvestigator, as well as 
Exhibit 12, a list of securities delivered by Sloan to J.S. Love 
submitted by Love. 

Further, counsel is extremely vague and ambiguous as well as 
incorrect, in stating that ail prior testimony concerning the 
first part of Exhibit 12 was stricken by Judge Tracy. (RB 2*) In 
fact, ail that was stricken was a letter from J.S. Love, appended 

* 

| to a list of securities delivered by Sloan to J.S. Love. (R. 139, 

140) The letter was stricken, because it stated that such securi¬ 
ties were r^ceived from Sloan and then sold by Love. Since the 
Division was not concerned with the sale of these securities, but 
only with the possession of such securities at a time when Sloan 
represented that they were in his possession, the Division agreed 
to delete the letter. The list which demonstrated that the securities 
in question had been delivered in to J.S. Love by Sloan remained 
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Samuel H. Sloan 
120 Liberty St. 

New York, N.Y. 10006 

Februsy. 27, 1971; 


Ronald Hunt, Secretary 
Securities and Exchange Commission 
500 North Capitol Street, N.W. 
Washington, D.C. 20549 


rECD S-.E* 5, 

mari W 


Re: Administrative Proceeding 
File No.: 3-36&Q 


Dea? Mr. Hunt: 


Enclosed please find a copy of a letter I wrote 
to Jerome Selvers of the New York Régional Office of the 
Commission dated February 20, 1974 and the response therëto 
dated .the.-same day. I also enclose certain other corresoon- 
dence between myself and .the Commission. 


It is respectfully requested that this letter 
and the enclosures attached herein be made part of the 
record in this matter and brought to the attention of the 
Commission in the pétition for review.of the Initial Decision 

First I would like to .address myself to the reply 
of Thomas^ Bierne dated February 20,' 19?4‘. • T hâve alw&ys 
claimed that the Commission was wrong'on the three points 
relerred to in my letter, as well as on a nunber of other 
points. Since the record was closed ag to the Administrative 
Proceeding I hâve used the related coUrt action entitled 
S.E.C. v. Samuel H. Sloan, Samuel H. Sloan 3c Co., 71 Civil 
2695 as a forum to establish the correctness of my daims. 

- (G.C.H. Fed., Sec. Law Rep. #94»336 (transfer binder)). 
Accordingly, I made a motion before Judge Ward of the U.S. 
District Court to compel Kanoff and Sruder as well as 
Nortman.and Rashes to give oral dépositions. I also moved 
pursuant to Rule 37(a) of F.R.Civ.P. for an order compelling 
the ^discovery of a deposit slip dated Januray 29, 1971 and 
a trial balance as the end of April, 1971. This motion 
was opposed by the Commission on the ground that the 
production of these documents would dace an unreasonable 
burden on the Commission. The Court* denied iny motion 
but 3tated that I should direct my inquiry to the Commission. 
Accordingly, I wrote twh letters to the Commission asking 
for the deposit slip, the April, 1971 trial balance, my 
own dépositions, and certain other materials. Mr. Bierne 
wrote me to deny these requests on the sane grounds as he 
opposed my motion. 

I thereupon served a subpoena duces tecum on the 
Commission for the deposit slip dated January 29, 1971 and 
the April, 1971 trial balance, as well as for other documents. 
The Commission moved to auash my subpoena. I felt that 
Judge Ward deniad thèir motion to quash but when the Court 
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was adjourned the Commission still refused to produce 
the documents I sought. Finally, during the second 
day of the trial I asked in open Court when the Comission 
would produce the documentary evidence I had requested. 

The Comission attorneys rose to object but before the y 
could State their objections for the record, Judge Ward 
ordered then to search their files and to turn over the 
documents in question if they could locate them and to re¬ 
port the extent of their search if they could not. 

The next day Mr. Selvers produced a copy of an' 

April, 1971 trial balance I had submitted to the Comission 
on June 13, 1971. He Withdrew the allégation.that I had 
never given the Commission the April, 1971 trial balance-, 

He did not produce a copy of an April, 1971 trial balance 
or an April, 1971 stock record I had given"the Commission 
in Kay,'1971, although Judge Ward specifically ordered that 
Kr. Selvers oroduce these documents. However, during 
a later portion of the trial I found these and other documents 
I had been seeking sitting on the plaintiff*s table in the 
court room and, after makïng an appropriate request of 
Judge Ward, I offered these documents into evidence. 

I am bringing these matters to the attention of the 
Commission because it- appears to me that members of the 
Commission*s legal staff'hâve withheld documentary evidence 
favorably to me^and hâve defiëd an order of Judge Ward. 

I also submit that Mr. Selvers nade false statements to 
Judge Ward concerning my 3-D file and attempted to defraud 
the^Court by representing to the Court that the document 
offered into evidence as plaintiff's exhioit 1 was in fact 
my complété 3-D file. 

In addition, during the trial the Commission offered 
into evidence a certified financial .questionnaire prepared 
by Robert W. Taylor for Samuel H. Sloan îc Co. as of June 
30, 1971. The Comission deleted from this exhioit the 
balance 3 heet prepared by Taylor. I subnit that thi3 was 
an attempt to mi3lead the Court. Obviously, the balance 
sheet is the most important part of any financial questionnaire 
prepared by a certified public accountant. Furthermore, the 
Commission would not give me a copy of a déposition of 
Joe Iny taken in Judge McLean*s court and would not file 
it with- the Court even'though this was supposed to oe part 
of the official record of the case. 

I would like to call the attention of the Comission 
to the canon 3 of legal ethics. The Code of Re 3 ponsicility 
of the American 3ar Association, Canon 7, includes the 
following provisions: 

"In appearing in his professional capacity before 
a tribunal, a lawyer shall not: 


"(1) State or allude to any matter that he has no 
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"easonab 1 e casis to believe is relevant tot he case or 
that will not De supported by admissible evidence. 

»( 7 ) intentionalïy or habitually violate any 
estaolished rule of procédure or of evidence." 

The attorneys for the Commission hâve repeatedly 
and habitually violated these and other canons of le^al 
ethics over a” tvo and a half year period in ooth this . 
oroceeding and in tne ^elateo. administrative proceeding.^ 

* t an avare that this is a serions charge. I am prepared 
to svbstantiate this claim in detail with repect each 
of the five attorneys in question. Tne following is a 
sunnary of my claim with respect to each attorney: 

CE ORGE VJ. BRANDT, .TR. 

Vr. Brandt was at a meeting in April, 1971 where 
Joe Barton, Kr. Kanoff»s superior,' told Kanoff that my 
record keeping System was adéquate. i;evertheless, Br and t 
helped to prépare a mémorandum of law which.was submitted 
to Judge McLean which stated that the opposite was true. 

Brandt also took a deoosition of Joe Iny in which Tny stated 
that he was satisfied*with "his dealings with me.. Later, 

Tny told Brandt that he had received ail cash and securities 
due to him from me. Nevertheless, in a mémorandum of law 
crcpared in June, 1971 and in s'tatements made in Judge KcLean's 
chambers .on June 21 , "' 1971 , Brandt represented to the Court 
that he had reason to believe that I was., in efxeco, in 
procès 3 of stealing a large sum of money from Iny or from 
perhaps other unknown customers. Brandt had no information 
upon which to base tnese statements. Pnese statements. 
were, in fact, untrue. As a resuit of tnese vicious lies, 
the Court granted a temporary restraining order and I 
suffered irréparable damages. 

Brandt also told Judge McLean that T had not sub¬ 
mitted an April, 1971 trial balance. However, at the trial 

• on December 20, 1973, Kr. Bierne admitted that two separate 
copies of the April, 1971 trial balance had been found in 
the files of George Brandt, who was then no longer with 
the Commission. Tt is interesting to note that the Com¬ 
mission» s legal staff was eager to blâme this affair on 

an attorney who w r as no longer emplcyed by the Commission. 

ALAN K. RASHES 

Mr. Rashes represented the Commission at tne admini¬ 
strative hearing assistée by Jerome Selvers, who, I understand, 
was not a nember of the bar at that time. At the hearing,. 
3ruder testified that hecoula not recall receiving a déposât 
slip from me showing a deposit of $10,000. however, Rashes 
had the deposit silo in his hand when the question was asked. 
Instead of refreshing Bruder»s memory, Rashes let the natter 
stand, thereby leading Judge Tracy to believe tnat no deposit 
slip existed. In addition, Kanoff testified that he observed 
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me doing business when ’ne visited my office on August 10, 
1971. However, on the occasion in question Hashes came 
with Kanoff to ny office. Rashes did not see me t'r.ere 
because I was not présent. In addition, Rashes knew t’nat 
I had ootained a lob elsewhere. Consequently, Rashes knew 
that Kar.cff was wrong in his testimony. Furthermore, 

Kanoff testified that he never received the April, 1971 
trial balance. Naturally, Judge Tracy was inclined to 
believe Kr. Kanoff. If Rashes had looked through the Com¬ 
mis s ion*s investigative files he would hâve found the 
April, 1971 trial balance in the files of George Brandt. 

Again the hearing - examiner was mislead. 

At this point I must say that I do not believe 
Kanoff deliberateïy gave false testimony. I hâve had my 
probiens with Kr. kanoff and I do not agréé with everything 
he has 3aid. Kowever, having heard his testimony on two 
separate occasions I must state that nothing he has said 
has led me to believe that he would deliberateïy lie under 
oath. I do believe, however, that Kanoff was confused. 

It is clear to me from the record that when Kanoff stated 
I was doing business on August 10, 1971 ne though he was 
testifying about another date, perhaps April, 1971. As 
to the April, 1971 trial balance it is possible that Kanoff 
turned the trial balance over to Brandt-and prçmptly forgot 
about it. It ia also. possible that Kanoff r.evèr received 
the April, 1971 trial balance. I sent the trial balances 
in question to the offices of the Commission at 26 Fédéral 
Plaza’by messenger. It is entirely possible that these 
trial balances reached the desk of Mr. Brandt without ever 
passing through the ha.nds of Kanoff. 

On thi3 point it is the duty of the attorneys for 
the Commission to nake sure their witnesses testify in a 
manner consistant with the truth. The witnesses are expected 
to recall many details and their menories are likely to be 
hs. 2 y. This is particularly true of Kr. Bruder who has 
undou'otedly lost touch with the facts of the ca3e since he 
retired from the Commission in Karch, 1971 » It i3 not 
surprising that he forgot about the deposit slip for the 
$10,000. ~The same is true of Kr. Kanoff. Even if his memory 
i 3 better th^n average, he is only an investigator, he is 
not an attorney, and he does not ’nave the facts and the 
documents available at'his f-ingertips. I submit that the 
reponsibility for the error3 in the record lies with Rashes 
and Selver3 rather than with Kanoff. 

THOMAS R. BIERXS 

Kr. Bierpe has managed to hold himself relatively 
aloof from the i33ues in controversy. However, he had made 
certain material mi3representation3 to the Court. After 





1 




à en vin-- nv vritten recuest to si 3 my own oral dépositions, 

I-'r.*, “ -ierne told Judge Ward t'nat I had been given the oppor¬ 
tun! ty to do so. A^copy af his letter.is included in the 
attaches corresponce. Also contained in the letter is an 
admission that Hr. Taylor sought the Commission's help in 
storing r.y records after I stopped doing business in August, 
1973 . In" spite of this, Bierne helped préparé a mémorandum 
which falsely represented to the Court that I attenpted to 
keep r.y records fron the Comission..^ In addition, I regard 
Kr. Bierne * s leuter dated February-20, 1971+ to be impertinent. 
The office of hearing exaniners is supposed to be independent 
fror. the Comission' s legal staff. 3ierne is only tne 
prosecutor, notthe judge and the jury. He nas no right to 
interpose ni s own views as to what Judge Tracy would hâve 
décidée if he had ail the facts available to him. In 
addition, the "new discoveries" referred to in xny letter 
dated February 20, 197U were new to ne and to the ^ourt, eut 
not new to the Conmission's legal staff. They had the 
evider.ee and information in question ail along. Also, 

Bierne, together witn Selvers and _>ortnan, suonitued proposed 
findings of fact and conclusions of law to Judge V/ard 
which contained nunerous untrue statenents. I should. 
not be required to fight tooth and nail with tne commission's 
legal staff in order to disprove their case on pointswhere 
they are clearly wrong. In the proceedings in question there 
does not exist a true advisory System. The Commission attorneys 
are svpposed to be objective and tq use 'discrétion. ihs 
■ Court should not be burdened with'having to sift .though 
irrelevant, untrue and unsubstantial clains. 


JEROKE SELVER S 


K 


l'any of the statenents relevant to 3ierne and 
Rashes also apply to Selvers. 'Selvers is the attorney 
of.ficially assignée to ny case at the présent time. He 
is handling both the administrative proceeding and the action 
before the T.S. District Court. Kowever, he appears to 
be working for Bierne. 

l'y dealings with Selvers hâve fallen fron such 
cérébral issues as ouestions of fact and lav; and hâve becone 
a natter of a conflict of personalities.. Ever since Selvers 
oecanc assigned to ny case, I hâve experienced proclen3 
with the Commission which I would cnaractenze as hituir.r 
below the belt. I previously had two girls fron Iceland. 
working for ne. There came a time w.nen they started acting 
in a strange and irrational nanners. Later, both of tne 
-iris refused to speak to ne and they deliberately changed 
their address, disconnected their téléphoné, and nade it 
inpossicle for ne to find then. However, I wpp aile to 
speak to the ■ boyfriend of one of un en on tne telepr.one, and 
he p’-actically threatened ne. Sr.ortly before tne trial 
I located one of the girls, the other having moved back 
to Iceland. I tried to find out what causodner to act 
the va” she did. It apneared fron her commenta to ne that 


I 









/}-V* ? 
-7- 


j. 


/ - 


a 


WILLIAM MORTMAM 


I haved saved Kr. Mortman for last becau.se ne appears 
to oe the prime culprit in the case. The statemer.ts nade^ 

the other Commission attorneys must oe taxe.: in 1-g.-- 
of the Trot that they appear to oe working under Mortman. 

After dealix.g vith Mr. Mortman for almost three years I 
am con 3 trained "to state that I find nin to be utterl^ 
dishonest and irresponsi' le. I feel he i3 a discrédit to 
the bar and to the Commission. 


Mortman helped préparé a mémorandum 
june lo, 1971. This mémorandum contained 3t 
supported by affidavit submitted to the Cour 
available to the Commission. I described a 
false sta 


of law dated 
-tenents un- 
; or ov evidence 


tnem 

the 

; +• •*-» o ~ 


the se 

also 
nvmbe: 
not 
ov 


_ number of 

;enents in detail in a spécial supplémentai 
affidavit I submitted to Judge ard. lir. Mortman was 
présent in Judge McLean»s chambers when 3randt made a 
of false statemaÆs to the Court-. Althougn 3randt anc. 

Mortman made these statements, Mortman assented.to 
v,j_ 3 silence. At that tine the Court ordered, with 
consent of'Mortman, that I would oe temporarily reslrainec 
f«om entering into nev; transactions, out tnat I could 
cônsvmate existing transactions. -Houever, no sooner had 
;;e left‘Judge lie Le an* 3 ' charib'ers ' when Mortman called Jim 
Wolf, my account officer at Chemical Bank, and inscruc.ed 
him on the téléphoné to fcounce ail oi my c.iecks. Cn oune 
23, 1971 Mortman appeared before Judge McLean and made State- 
mer.ts to the Court for the purpose of covering up wn.at 
he had done. When I realized that :;ortnar wa3 Ij 
resortinm to double talk and tnat he was préparé! vO li® 
repeatedly to win his ca3e in cour^, I felt I had no cr.oice 
but to consent to a preliminary injunotion. 


On Julv 25, 1971 I met in Mortman»s office at the 
Commission with my attorney Weiss, ny accountant Taylor, 
Kanoff, Mortman, and another némeer of the staff of tne 
Commission. Mortman agreed that I would ce perniw-ed .-o 
do a lir.it ed emount of business even if I were in tecnnical 
violation of the net capital rule. I adhered faiunf-.ll/ 
to this agreement. Later, Mortman tried to hide evidence 
of the existence of this meeting. My attorney 30ught 
to o’otain an internai mémorandum from the Commission _ 
relative to this meeting in order to establisa that tms 
meeting occurred and what arreement3 were reached at tnat 
tine. °ïhe staff of the Commission advised my attorney 
that they could not find the mémorandum in question and 
that perhaps it had been l03t or destroyed. Tne Commission 
staff nox>r agréés and admits that this meeting toox place 
but it has not voluntarily offered any evidence as to wr.at 
occurred at thé meeting. This le'd Judge Tracy to reacn tne 
wrong conclusion as to^fche substance 01 th6 nee^ing and 
Judge Word to rcake no findings relative to it az ail. m 






A - 1 / 30 


3 case as in other cases the efforts of the Comission 1 s 
le -al staff tohide or distort facts favorable to ne were 
successful. I consider the fact of this meeting to be a 
complété defer.se as to ali daims for équitable relief 
nade againsu me. 

In adc. 'on, both Yortnan and Rashes threatened 
to commence an administrative proceeding against ne if I 
did not consent to a permanent injurction and thereby 
settle the civil action in the l'.S. District Court. .1 
stubbornly refusée lo consent to a permanent mjunction on 
the -round that I h ad done nothing wrong. As a rev;erd for 
~v stubborness, I was forced to defehd on two fronts, 
consider it improper for the Commission to use the threat 
of public hearings as a lever to cause ne to consent to a 
t>émanent injunction in an unrelated action. Thus far, 
t >ave spent a total of $7200 in my defense in both actions 
and the amount would hâve been nuch greater except that I 
aooeared pro se at the trial in the Court action. Tne 
Commission also delayed the Court action in order to be 
able to proceed adninistrâtively for essentially the.same 
liind of renedy. I suonit tnat this tac«ic was also imprope^ . 
rn he Commission chose their own forum in electing to proceed 
be fore* the l'.S. District Courts. They acted unfairly in 
chan.aing their forum ni à s tr ban and doubling the buràen 
cf ny defense. 

I tried to call Uortnan to testify at ny trial. 

I served a su.bpoena personally upon hin and uendebed 
him R20 in witness fecs. I hâve no idea if he kept tne 
monev fcrnimself or turned it over to tne Commission. In 
the event that he kept the mor.ey, I would ask that he 
return it to me. 

Vin en I called i'ortman to testify, the Commission 
ob’'ected vigôrously. • It was obvions to ne fron his connents 
that l'r. Uortnan felt he had a lot to hide. After tne «rial 
Hortnan nade it known through his connents to ne that ne 
considered ny efforts to call hin as a witness to oe a 
Personal affront. I hâve no desire to ~et into personal 
disputes v.-i th nenbers of the Commission's legal staff. 

I note that the Commission is constantly c.narring 
brokers with a failure to supervise their employées. It 
seems to me however, that the Commission itsel* exercises 
no superviscry authority over its own staff. There ~s no 
other way to explain û.ne abuses I hâve cited involvm,.. 
five separote attorneys emnloyed by tne Commission over a 
three voar neriod. I subnit that there is a public interest 
in seein'- that the attorneys for the Commission do not abuse 
the vast discretionary authority vested in them by tne 
Ocn-rsss and the president of the United Staues. ..ortnan, 
for example, lias great power. He is the nuraber two nan 
in the Uew York Régional Office of the Commission, ne 
alnost single'nandedly nade the decision to force «ne liqu.-i.d- 
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ation of Weis Securities, Inc. A3 a practical mau^er, ne 
could probably force alriost any broker dealer in Wall 
Street to close dox-m. 

The abuses I hâve just cited hâve occurred as a 
direct resuit of the vast discretionary authority which 
Congres s has placed in the hands of the Commission. There 
is no System of checks and balances withir. the Commission 
itself. There is no procedure for a hedress of, grievar.ee s . 

In private litdgation, if a party is opposed by an unprincipled 
attorney, he can complain to the judge considering the case 
or, if necessary, he*can complain to the grievance committee 
of the bar association. ITo such procedure exists within 
the he’.-; York Régional Office of the Commission. If I an 
dissatisfied with the rulings of Bierne and try to obtain 
redress by writing a letter to Moran, Bierne. will answer 
my letter. When I write a letter to alnost anyone at the 
Commission, the answer usually come3 fron someone else with 
no explanation. For example, on February 19, 197ii I called 
the Commission»s office in Washington to inquire to whom T 
should address my letter concerning the administrative pro- 
ceedinç. After being switched around several times I 
was finally told to vrrite Selyers. I did in fact write 
to Selvers, but received an answer fron 3ierr.e. Yow I 
an forced to write directly to the Commission, realizing 
that the Commission nay 3imply refer this letter to Selvers 
which will put me back where I started. Cbviously, Selvers 
is not going to help me. It should not even be necessary 
for.me to ask Selvers to withdraw an allégation in the 
administrative proceeding vrhich he voluntarily withdrew 
before Judge Ward. Frankly, vrhen I came back from 
Europe I was surprised to find that Selvers had net taken 
this action on his own. 


In conclusion, I would like to make several re- 
questc of the Commission. As I hâve stated before, I ask 
that this levi°r be *ncluded in the official record of the 
administrative proceeding. In addition, I would like an 
answer to the issues rai3ed herein. I do noe feel that 
the matters referred to in this letter shouid ce taken 
lightly. I regard then as serions as they hâve affected. 
the course of my life. In addition, I a3k that the Commission 
discontinue the administrative proceeding against me. 
Furthermore, I ask that the Commission r.ove the * .'S. District 
Court to open the judgemeht entered against me and to 
discontinue that proceeding. This should be dor.e on the 
principle that he who seeks equity must do ecuity. The 
Commission has not been ecuitable with me and it i3 not 
entitled to équitable relief. In addition, tne Commission 
represented proposed findings of fact to tae Court which 
v;ere clearly erroneous. 


regard to 
question o 


would like to raise one fvrther issu 
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yCf - 3 3. IN «EPLVINC FLEASC QUOTC 

uni-CO STATES NY-E:JMS 

Securities and exchange Commission 

REGIONAL OFFICE 
26 FEDERAL PLAZA 

New York, n.y. 10007 

Februar y 20, 1974 


Mr. Samuel H. Sloan 

120 Liberty Street 

New York, New York 10006 

Re: In the Matter of Samuel H. Sloan & Co. 

Administrative ProceedinR File No. 3-3680. 

Dear Mr. Sloan: 

This will acknodedge receipt of your letter of February 20, 1974. 

Regarding your request, we hâve reviewed the roaterial whichyou 
brought to our attention and hâve concluded that those matters 
are in no way material, in that they would not change the outcorae 
of the administrative proceeding. As you know, Judge Tracy's 
findings of fact and conclusions of law covered a vastly larger 
area than the material you cite and, in large measure, were uncon- 
troverted. 

We, therefore, hâve no intention 
opened in this matter. 


by 


of requesting that the record be 


Very truly yours, 

WILLIAM D. MORAN 
Régional Administrator 

Thomas R. Beirne 
Chief Attorne>, Br. #3 
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Samuel K. Sloan 
120 Liberty St. 

"et; York', N. Y. 1000Ô 
February 20, 1971; 


Jerome Sclvers 

Securities Inchangé Comission 
26 Fédéral Plaza 
New York, F. Y. 


RS: Administrative proceeding 
File #3-3660 


Dear î-'r. Selvers, 

I recently returned fron a six week vacation in Europe. • 
Having not received any notice to the contrary fron the Commission 
I assume that the foregoing administrative proceeding is still 
pending. As you know, certain evidence was devoloped at the trial 
of the relatsd action before Judge Robert J. V/ard which 
bears directly on the proposée finding3 of fact and conclusions 
of law which you submitted to Judge Tracy as part of the 
Administrative proceeding. Specifically, I refer to the 
following matters: 

1) At the administrative proceeding Kanoff testified that 
th9 Commission never received an April, 1971 trial balance. 

I testified that I had submitted such a trial balance. 

Judge Tracy chose to oelieve i'r. Kanoff and not to beliove me. 

At the trial, however, Judge V/ard ordered you to search 
the file's of the Commission for an April, 1971 trial balance. 

As a re3ult of this search you produced two copies of the 
April, 1971 trial balances. The Commission attorneys told 
Judge V/ard that these trial balances had been located in 
the files of Coorge Y/. Srandt, Jr., a former Commission 
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astorr.3y. It appears fror. the testinony and evidence presentod 
at the trial that I subnitced an April, 1971 trial balance 
s or. 3 aine in May, 1971, an April, 1971 stock record on Kay 
20, 1971 and that I also submitted a second copy of the 
^r-ril, 1971 trial balance on June 18, 1971. In the proceeding 
before .Judge V.'ard you withdrew the allégation triât I never 
subnitted an Aoril, 1971 trial balance follovring your pro¬ 
duction of tais docunentary evidence. 

2) Àt the trial you also produced a deposit slip dated 
January 29, 1971 showing a deposit of $10,000. At the ad¬ 
ministrative hearing Bruder testified that ne did not recall 
receiving such a deposit slip. It is clear from the initial 
decision that Judge Tracy assuned that I had never given 

î'r. Bruder such'a deposit slip, The deposit slip in’-question 
•which vas given by ne to Bruder vas not produced by the 
Comission at the administrative hearing. 

3) At the trial before Judge V/ard, Kanoff testified that 

I *.;as not présent in his office on Augu3t.l0, 1971 and that 
I was présent but not doing business on August 12, 1971. 

This testinony is contrary to his testinony at the administrative 


nearmg. 


In view of these neu developnents, I feel it is incumdent 
upo.n you to inforn.both Judge Tracy and the Commission it 30 lf 
of these facts. I request that you write thon a letter 
’cor.cerning these nev; developr ents and -that you send a copy 
of that letter to oither no or Hr. Taylor or both. Mr. 
Taylor, vho represented ne at the administrative hearing, 
did r.ot ropresent no in the court action and has no knowlcdgo 
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Oi wno 3 6 x 2>c w3 « In 3ideu» tion, I hâve net as yet diacussed 
this natter v;i~h h in as I loft for Europe shortly after the 
end of the criai. 

At this tino I request that you discontinue the administrative 
proceeding voluntarily. I nake this request in light of 
the se ne:-; deveiopnents and al30 in light of the fact that 
prior to the commencement of the administrative proceeding 
the Commission offered not to hold public hearings provided 
that I vrould consent to a permanent injonction. After the 
notice of these hearings had been filed and served upon 
ne the Commission repeated this offer. I note that the 
Commission has nov; octained the relief it originally 3ought, 
i.e., a permanent injunction. I inter.d to appeal the 
décision of the U.S. District Court, in that.natter. Und.er. 
the circunstanc.es , I feel that an unreasonable burden has 
been placed upon me to continue to défendant in tv/o seperate 
proceedinms. 

If you décidé to continue uith the administrative pro¬ 
ceeding, ny intention is to vithdrau my request to vrithdraw 
my broker dealer registration. I hâve no présent intention 
of doing business as a broker-dealer. Kowever, there is 
no purpose in my ’.ceeping a form BDV/ continuously on file 
wifch the Commission if you are going to refuse to act on it. 

In addition, I request chat you nake available to no 
a copy of a lotter delivcred by har.d b y Kr. Brader to .e 
on January IL, 19?1. A reading of the administrative pro- 
coedir." trar.scriot rcvcals that su ch a lettor e.cists. 


üowevor, I do r.oc believe I sav: suc’i a lettor. among the 
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letoers yo\; srored r.e orrsrant to an order of Judye ’.lard. 

I an z r.e arat order is soi 11 in effect. I need this letter 
in correction v/ith a notion I intend to make before Jud~e 


I an sending; a copy of this letter to ilr. Taylor in order 
to aient h in to those recent developr.ents. ' • 

Very truly yours, 


SAMUEL K. SLOAN 




W. 

oadv; 
York, 


Taylor 

ay* 

?f v 





9 . 


/ 


Chat these securities were in Sloan’s possession. (R. 141. 142. 
161-164, 239, 240, 318-323, Div. Exh. 12) An examination of Sloan’s 
testimony on this matter (R. 318-323) will démonstrace his evasive- 
nass and his over-all attitude to the entire proceeding. In con- 
trast to Sloan's uns„pported and unaupportable arguments, stands 
the testimony o£ an experienced SEC investisseur, as well as 
Exhibit 12, a list of securities delivered by Sloan to J.S. I/>ve 

submitted by Love. 

Further, counsel is extremely vague and ambiguous as well as 
incorrect, in stating Chat ail prier testimony concerning the 
first part of Exhibit 12 «as stricken by Judge Tracy. (RB 2 1 ) In 
fact, au Chat was stricken was a letter from J.S. Love, appended 
to a list of securities delivered by Sloan to J.S. Love. (R. 139, 

140) The letter was stricken, because it stated Chat such securi¬ 
ties were received from Sloan and then sold by Love. Since the 
Division was not concerned with the sale of these securities, but 
only with the possession of such securities at a tlme when Sloan 
represented Chat they were in his possession, the Division agreed 
to dele te the letter. The list which demonstrated that the securities 
in question had been delivered in to J.S. Love by Sloan reamined 
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Februsy 27 » 1971; 


Ronald F. Hunt, Secretary 
Securities and Exchange Commission 
500 North Capitol Street, K.W. 
Washington, D.C. 205^4-9 




M\ 


Re: Administrative Proceeding 

File No.: 3-36&Q __ 


Dea? Mr . Hunt : 

Enclosed please find a copy ^ *^etter ï «-ote 
to Jerome Selvers of the New York Régional 

aj«rirr3WS5.a** •“—~~ 

dence between myself and the Commission. 

T t i 3 respectfully requested that this letter 
and the enclosures attached herezn ce attention of the 
Commission'i^the^petition^for^review of the Initial Decision. 

. First.I would like tp .addreM Oyself^to^the^ply . 

of Thomas Bieriie da-ted Feoruary 20, . t v, ree points • 

cl aime d that the Commission was^o^g^n^h^three^o^^^ 

referred to in my lotter, ” c ® 0 s ed af3 to the Administrative 
points. Since the c ^ rt action entitled 

Proceeding I ha ^% us |? 0 J£ e Samuel H. Sloan & Co., 71 Civil 

S.E.C. v. Samuel H. Sloan, wangexn of mJ daims. 

2695 as a forum t0 T ea ^ is ^i 336 (transfer binder) ) . 

.. (C.C.H. Fed.-Sec. Law Rep. n ^Z.’? 0 re Judge Ward of the ü.S. 
Accordingly, I made a motion n r uder as well as 

District Court to compel Hano ^ . g itions j also moved 

Nortman.and Rashes to give or P * an’order compelling 

Pursuant to' Rule 371 a)jLSay 29, 1971. and 
the discovery of a depos_ p 1971 This motion 

a trial balance as the end.of April. 197^ th# 

was opposed oy the Comniss_o ■ D i a ce an unreasonable 

production of these d °°' jmen ï= ^ Soirt deniedmy notion 
burden on the Commission. T inquiry to the Commission. 

put stated that 1 should Commission asklng 

for 0r the n Ie|isit”ïip, the 

^te'rt^denÿ SJ»-que,ta on th4 sane grounds as he 
opposed my motion. 

I thereupon served a subpoenr. T ^ ce * 

Commission for the deposit slip«a^eli^^for other 9 documents. 

the April, 1971 *‘»my sub^ena ï fit that 

Judge°Ward S denied V their Sotion to quash but when the Court 






vas adjourned the Commission still refused to produce 
?he documents I sought. Pinally, during the second _ 
day of the trial I asked in open Court when the ^ormission 
would produce the documenter-/ évidence 1 vT? the-} 

The Commission attorneys rose to object b«t 
r*orld state their objections for the record, Judge Jard 
o?dered Sen to searoh their files and to turn over the 
documents in question if they could locate them and to re- 
port the extent of their search if they could not. 

The next day Mr. Selvers produced a copy of an 
\pril, 1971 trial balance I had submitted to the Commission 
"on Tnne 13 1971 Fe withdrew the allégation that I nad 

neve^giien S'ê-il.-ion the April 1971 triai. balance 
He did not produce a copy of an April, 1971 trial ual ~ 

*or an April, 1971 stock record I nad given the commission 
in May, 1971, although Judge Ward specifically ordered that 
T.'n Selver 3 produce these documents, r.owever, durang 
a iater portion of the trial I round these and other documents 
J had beeS seekins sitting on the plaintlffs table in tr.e 
court room and, after making an appropriate request of 
Judge V/ard, I offered these documents into évidence. 

I am bringing these natters to the attention of tue 
Commission because it- aupears to me that members o* 

Sission-s legal staff hâve withheld documentary evçdence 
favorably to me and hâve defied an order of Jud fe e Ja. d. 

I also submit that Mr. Selvers made false stjtements to 
Tndc-p vord concerning my 3-D file and attempted to ae..aud 
the°Court bv representing to the Court that trie documen 
of f eredinto evidence as plaintlffs exhibit 1 was in fact 
my complété 3-D file. 

In addition, during the trial the Commission offered 
into evidence a certified financial questionnaire prepared 
by Robert W. Taylor for Samuel H. Sloan i Co. < is of Jun- 
30, 1971. The Commission dele.ted from this exhioit the 
balance 3 hoet prepared by Taylor. I submit that this was 
ar attemot to mi 3 lead the Court. Ooviously, tne oalance 
sheet is" the most important part of any financial questionnaire 
prepared by a certified public accountant. Furthermore, the 
Commission would not give me a copy of a déposition of 
Joe Iny taken in Judge McLean's court ardwould no- 
it withe the Court eventhough this was supposed uo oe par- 
of the official record of the case. 

I would like to call the attention of the Commission 
to the canons of legal ethics. The Code of SesponsioiUty 
of the .American 3ar Association, Canon 7, inc.udes the 
following provisions: 

"In appearing in his professional capacity oefore 
a tribunal, a lawyer shall not: 

"(1) State or allude to any matter that he has no 








reasonable basis to believe is relevant to rne cctï-oj 
that vill not be supported bv admissible évidence. 

"(7) Intentionally or habitually violate any 
established rule of procedure or of evidence." 

The attorneys for the Commission hâve repeatedly 
and habitually violated these and other canons of legal 
ethics over a two and a half year period in botn this 
proceeding and in the related administrative proceeding._ 

I am av;are that this is a serious charge. I am prepared 
to substantiate this claim in detail with repect to eacn 
of the five attorneys in question. The following is a 
sunmarv of ny claim with respect to each attorney. 

GE0RG5 VI. 3RANDT, JH. 

Iir. Brandt was at a meeting in April, 1971 where 
Joe Barton*. *Kr. Kanoff's superior/ told Kanoff that my 
record keeping System was adequabe. Nevertheless, Brandt 
helped to'prépare a mémorandum of law which was submitted 
to Judge McLean which stated that the opposite was true. 

Brandt also took a déposition of Joe Iny in which Iny stated 
that ne was satisfied with his dealings with me. Later, 

Iny told Brandt that he had received ail cash and securities 
due to him from me. Nevertheless, in a mémorandum of law ■ 
prepared in June, 1971 and in statements made in Judge McLean s 
chambers .on June 21, 197.1, Brandt represented to the Court/ 
that he had reason to. believe that I was., in efj.ect, in 
process of stealing a large sum of money from Iny or from 
perhaps other unknown customers. 3randt had no information 
upon which to base these statements. These statements 
were, in fact, untrue. As a resuit of.these vicious lies, 
the Court granted a temporary r-estraining order and I 
suffered irréparable damages. 

Brandt also told Judge McLean that I had not sub- 
nitted an April, 1971 trial balance. However, at the trial 
on December 20, 1973, Kr. Bierne admitted that two separate 
copies of the April, 1971 trial balance had been found in 
the files of George Brandt, who was then no longer with 
the Commission. It is interesting to note that the Com¬ 
mission» s legal staff was eager to blâme this affair on 
an attorney who was no longer employed by the Commission. 

ALAN K. RASKES 

Mr Rashes represented the Commission at the admini¬ 
strative hearing.assistée by Jerome Selvers, who, I understand, 
wa 3 not a member of the bar at that time. At.the hearing, 
Bruder testifded that he could not recall receiving a deposit 
slip from meshowing a deposit of $10,000, Kowever, Rasnes 
had the deposit slip in his harui when the question wasasked. 
Instead of refreshing Bruder«s memory, Rashes let the ^ a “ter 
stand, thereby leading Judge Tracy to believe tnat no J e P 0S ^ 
slip existed. In addition, Kanoff testified that he observed 
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me doing business when he visited my office on Au gu s t 10, 
-1971. However, on the occasion in question Rashes came 
with Kstnoff to my office. Rashes did not see me there 
because I was not présent. In addition, Rasnes rtnew tna^ 

I had obtained a job elsewhere. Conséquently, Rashes knew 
that Kanoff was wrong in his testimony. Furtiqermore, 

Kanoff testified that he never received the April, 1971 
trial balance. Naturally, Judge Tracy was inclined to 
believe Mr. Kanoff. If Rashes had looked through the Com¬ 
mission' à investigative files he would hâve found the 
April, 1971 trial balance in the files of George Brandt. 

Again the hearing-examiner was mislead. 

At this point I must say that I do not believe 
Kanoff deliberateiy gave false testimony. I hâve had my 
problems with Mr. Kanoff and I do not agréé witn everythin ô 
he has said. Kowever, having heard his testimony on two 
separate occasions I must state that nothing ne has 3ai^. 
has led me to believe that he would deliberateiy lie under 
oath. I do believe, however, that Kanoff was confused. 

It is clear to me from the record that when Kanoff^ stated 
I was -doing business on August 10, 1971 he though he was 
testifying about another date, perhaps April, 1971. As 
to the April, 1971 trial balance it is possible that Kanoff 
turned ths trial balance over to Brandt-and prqmptly forgot 
about it". It ià al30. possible that Kanoff never received 
the April, 1971 trial balance. I sent the trial balances 
in question to the offices of the Commission at 26 Fédéral 
Plaza'by messenger. It is entirely possible that these 
trial balances reached the desk of Mr. Brandt without ever 
passing through the hands of Kanoff. 

On this point it is the duty of the attorneys for 
the Commission to make sure their witnesses testify in a 
manner consistant with the truth. The witnesses are expected 
to recall nany détails and their menories are likely to be 
hazy. This is particularly true of Mr. Bruder who has 
undoubtedly lost touch with t>3 facts of the case since he 
retired from the Commission m Karch, 19'’’’ . It is not 
surprising that he forgot about the deposit slip for the 
$10,000. The sane is true of Mr. Kanoff. Even if his memory 
is better thpn average, he is only an investigator, he is 
not an attorney, and he does not hâve tne facts and the 
documents available at'his f-ingertips. I submit that tne 
reponsibility fer the error3 in the record lies with Rashes 
and Selver3 rather than with Kanoff. 

THOMAS R. 3I5RNE 

Mr. Bierpe has managed to hold himself relatively 
aloof from the issues in controversy. However, he had made 
certain material misrepresentations to the Court. After 
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rienvin? rav written recuest to see my own oral dépositions, 

3 i!rS toîd Judge Vard that I h ad been given tne oppor- 
tuAitv to do so. A copy of his letter is included in the 
attached corresponce. Also contained in the letter is an 
adnission that Kr. Taylor sought the Commission s help in 
: or>inr m „ records after I stopped doing business in August, 

1973 In spite of this, Bierne helped préparé a mémorandum 
which ■'’alselv represented to the Court that I attempted to 
>eep my records fron the Commission^ In addition, I regard 
Vr ? Bierne«s letter dated February -20, 197U to be impertinent. 
The office of hearing exaniners is supposed to oe independent 
from the Commission's legal staff. Bierne is on y ® 
urosecutor, notthe judge and the jury. He has no right to 
interpose his own views as to what Judge iracy would hâve 
decided if he had ail the facts availaole to.him. in 
addition, the "new discoveries" referred Jo in ny letter 
dated February 20, 197U were new to me and to the Court, but 
not new to the Commission's legal staf. . .ney had tn 
• o price ov-d information in question ail along. Aiso, 

Bierne, together with Selvers and Nortman, submitted proposée 
findings of fact and conclusions of law to Judge V/ard 
which contained numerous untrue statements. I should. 
not be required to fight tooth and nail with tne commission 
lera i staff in order to disprove their case on pointswnere 
-nev are clearl? wrong. In the proceedings in question there 
do es Sot exist l true^dvisory System. The Commission attorneys 
are sv.oposed to be objective and tq use -discrétion. îne 
' Court should not be burdened with.having to sift thoug 
' irrelevant, untrue and unsubstanti al daims. 

JERQI--E SELVER S 

Kanv of the statements relevant to Bierne and 
Rashes also âpply to Selvers. Selvers is the attorney 
official"'assirned to my case at the présent time. .,e 
‘ is handling both the administrative proceeding and tne action 
before the U.S. District Court. Kowever, ne appears o 
be working for Bierne. 

I'y dealings with Selvers hâve f allen from suen 
cérébral issues as^questions of fact and 

a natter of a conflict of personalities. tver since Selver. 
becamo assigned to my case, I hâve exporienced 

with the 'Commission which I wouid ° har ^®g 1 £® * Iceland^ 
below the belt. I previously had two girls from l c ® ia ™\ 
working for me. Thire came a tine when tney started acting 
a n a stranre and irrational nanners. Later, both 01 une 
rirls rï“Sd to speak to me and they deliberately changed 
their Iddress, disSonnected their téléphoné, and made it 
-'•m-DOSsible for me to find them. r.owever, I w?^ able to 
süeak to the•boyfriend of one of them on tne téléphoné, and 
he Sactically threatened me. Shortly before the trial 
ï located one" of the girls, the other having moved bac* 
to Iceland I tried to find out what cavsed.ier 
the v.-a’ r she did. It apoeared from "ner comments to me tna- 
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WILLIAM NORTMAN 

I haved saved Mr. Nortman for last because he appears 
to oe the prime culprit in the case. The statenents nade 
a^out the ôther Commission attorneys must be taken in light 
of the Tact that they appear to be working under Mortman. 

After dealiug vith Mr. Nortman for almost three years I 
am con3trained to State that I find hin to be utterly 
dishonest and irresponsible. I feel he is a discrédit to 
the bar and to the Commission. 

Nortman helped préparé a mémorandum of lav dated 
June 13, 1971. This mémorandum contained statenents un- 
supported by affidavit submitted to the Court or by evidence 
available to the Commission. I described a nurnber of these 
false statenents in detail in a spécial supplémentai 
affidavit I submitted to Judge Ward. Mr. Nortman .vas also 
présent in Judge McLean’s chambers when Brandt nade a nurnber 
of false statemasts to the Court-. Although Brandt and not 
Nortman nade these statenents, Nortman as sented to then by 
his silence. At that time the Court ordered, vith the 
consent of 'Nortman, that I vould be temporarily restrained 
from entering' into nev; transactions, but that I could 
con3umate existing transactions. -However, no soor.er had 
ve left'Judge McLean’ 3 ’ charib'ers' v;hen Nortman called Jim 
’.-Jolf, my account officer at Chemical Bank, and instructed 
him on the téléphoné to bounce ail of my checks. Cn June 
23, 1971 Nortman appeared before Judge McLean and nade state- 
ments to the Court for the purpose of covering up vhat 
he had done. V/hen I realized that Mortman vas lying and 
resorting to double talk and that he vas prepared to lie 
repeatedly to vin his case in court, I felt I had no choice 
but to consent to a preliminary injunction. 

On July 25, 1971 I met in Nortman ’3 office at the 
Commission with my attorney Neiss, my accountant Taylor, 
Kanoff, Nortman, and another némber of the staff of the 
Commission. Nortman agreed that I vould be permitted to 
do a limited emount of business even if I were in technical 
violation of the net capital rule. I adhered faithfully 
to this agreenent. Later, Nortman tried to hide evidence 
of the existence of this meeting. My attorney sought 
to obtain an internai mémorandum from the Commission 
relative to this meeting in order to establish that this 
meeting occurred and what arreements were reached at that 
time. 'The staff of the Commission advised my attorney 
that they could not find the mémorandum in question and 
that perhaps it had been lo3t or destroyed. The Commission 
staff now agréés and admits that this meeting took place 
but it has not voluntarily offered any evidence as to what 
occurred at thé meeting. Thi3 led Judge Tracy to reach the 
wrong conclusion as to~^he substance of the meeting and 
Judge V/ard to make no findings relative to it at ail. In 
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this case as in other cases the efforts of the Comission’s 
legal staff to hide or distort facts favorable to ne were 
successful. I consider the fact of this meeting to be a 
conplete defer.se as to ail clains for équitable relief 
nade against ne. 

In addition, both lïortman and Rashes threatened 
to connence an adninistrative proceeding against ne if I 
did not consent to a pernanent injonction and thereby 
settle the civil action in the U. S. District Court. I 
stubbornly refused to consent to a pernanent injonction on 
the ground that I had done nothing wrong. As a reward for 
ny stubborness, I was forced to defehd on two fronts. I 
consider it inproper for the Connission to use the threat 
of public hearings. as a lever to cause ne to consent to a 
pernanent injonction in an unrelated action. Thus far, 
î hâve spent a total of $7200 in ny defense in both actions 
and the anount would hâve been nuch greater except that I 
appeared pro se at the trial in the Court action.. The 
Comission also delayed the Court action in order to be 
able to proceed adninistratively for essentially the same 
hind of renedy. I subnit that "this tactic was also inproper 
The Comission chose their own forun in electing to proceed 
before the U.S. District Courts. They acted unfairly in 
changing their forun nidstrean ar.d doubling the bur&en 
of ny defense. 

I tried to call Yortnan to testify at ny trial. 

I served a subpoena persor.ally upon hin and tendered 
hin $20 in v;itness fees. I hâve no idea if he kept the 
r.oney forhinself or turned it over to the Connission. In 
the event that he kept the noney, I would ask that he 
return it to ne. 

V.'r.en I called Hortman to testify, the Connission 
objected vigôrously. It was obvions to ne fron his conments 
that Kr. Yortnan felt he had a lot to hide. After the trial 
Yortman nade it known through his connents to ne that he 
considered ny efforts to call hin as a witne3s to be a 
Personal affront. I hâve no desire to get into personal 
disputes with nenbers of the Comission’s legal staff. 

I note that the Comission is constantly charring 
brokers with a failure to supervise their enployees. It 
seens to ne, however, that the Connission itself exercises 
no superviscry authority over its own staff. There is no 
other way to ezplain the abuses I nave cited involving 
five separate attorneys enployed by the Connission over a 
three year period. I subnit that there is a public interest 
in seeir.g that the attorneys for the Connission do not abuse 
the vast^discretionary authority vested in then by the 
Ocrgress an ^ the President of the United States. Yortman, 
for exanple, has great power. He is the nunber two nan 
in the Yew York Régional Office of the Connission. He^ 
alnost singlehandedly nade the decision to force the liquid- 
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ation of Weis Securities, Inc. As a practical natter, he 
could probably force alriost any broker dealer in './ail 
Street to close down. 

The abuses I hâve just cited hâve occurred as a 
direct resuit of the vast discretionary authority which 
Congress has placed in the hands of the Commission. There 
is no system of checks and balances within the Commission 
itself. There is no procedure for a hedress of grievances. 

In private litdgation, if a party is opposed by an unprincipled 
attorney, he can cohplain to the judge considenng the case 
or, if necessary, he can conplain to the grievance conmittee 
of the bar association. l*o such procedure exists within 
the lïew York Régional Office of the Commission. If I an 
dissatisfied with the ruling3 of Bierne and try to obtain 
redress by writing a letter to Koran, Bierne,will answer • 
ny letter. 7/hen I write a letter to alnost anyone at the 
Commission, the answer usually cornes fron soneone else with 
no explanation. For example, on February 19, 197ia I called 
the Commission»s office in Washington to inquire to whom T 
should address my letter concerning the administrative pro- 
ceeding. After being 3 witched around several times I 
was finally told to write Selyers. I did in fact vrite 
to Selvers, but received an answer from 3ierne. Now I 
am forced to -.vrite directly to the Commission, realizir.g 
that the Commission nay 3inply refer this letter to Selvers 
which will put me back where I stnrted. Cbviously, Selvers 
is not going to help me. It should not even be necessary 
for.me to ask Selvers to withdraw an allégation in the 
administrative proceeding which he voluntarily withdrew 
before Judge V/ard. Franklv, when I came back from 
Europe I was surprised to find that Selvers had not taken 
this action on his own. 

In conclusion, I would like to make several re¬ 
çues t s of the Commission. As I hâve stated before, I ask 
that this lester be 5r.cluded in the official record of the 
administrative proceeding. In addition, I would like an 
answer to the issues raised hereir. I do nçt feel that 
the matters referred to in this letter shouid ce taken 
lirhtly. I regard them as serions a3 they hâve affected 
the course of my life. In addition, I ask that the Commission 
discontinue the administrative proceeding against me. 
Furthermore, I ask that the Commission nove the r.’S.' District 
Court to open the judgeneht entered against ne and to 
discontinue that proceeding. This should be done on the 
principle that he who seeks ecuity must do ecurty. Tne 
Commission has not been équitable with me and it is not 
entitled to équitable relief. In addition, the Commission 
reoresented proposed findings of fact to tne Court whicn 
were clearly error.èous. 

I would like to raise one fur.ther issue with 
regard to the administrative proceeding. That is the ; 
question of the constitutionality of the Securities Excnange 
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UNI" ÇD STATES NY”E I JMS 

SECURITIES AND E.XCHANGE COMMISSION 

REGIONAL OFFICE 
Ï.6 FEDERAL PLAZA 

New York, N.y. 10007 


Februar y 20, 1974 


Mr. Samuel H. Sloan 

120 Liberty Street 

New York, New York 10006 

Re: In the Natter of Samuel H. Sloan & Co. 

Administrative Proceeding File No. 3-3680, 

Dear Mr. Sloan: 

This will acknoâedge receipt of your letter of February 20, 1974. 

Regarding your request, we hâve reviewed the roaterial whichyou 
brought to our attention and hâve concluded that those matters 
are in no way material, in that they would not change the outcorae 
of the administrative proceeding. As you know, Judge Tracy's 
findings of fact and conclusions of law covered a vastly larger 
area than the material you cite and, in large measure, were uncon - 
troverted. 

We, therefore, hâve no intention of requesting that the record be 
opened in this raatter. 


Very truly yours, 

WILLIAM D. M0RAN 
Régional Adrainistrator 



Thomas R. Beirne 


Chief Attorney, Br. #3 





1-1 en eu 


^-433 


1255 


Samuel H. Sloan 
120 Liberty St. 

I/evr York) F. Y. 10006 
February 20, 1974 


erone 3 c 1 v e r s 

fleurit les Inchangé Commission 

6 Fédéral Plaza 
Kew York, '.T.Y. 


RS: Administrative proceeding 
File f.-3-3oQO 


Dear Kr. Selvers, 

I recently returned from a six v/eek vacation in r,urope. 

Kaving not received any notice to the contrary from the Commission 
I assume that the foregoing administrative proceeding is still 
pending. As you know, certain evidsnce was developed at the trial 
o? the relatsd action oefore Judge Robert J. V/ard vrhich 
bsars directly on the proposed findmg3 of fact and conclusions 
of law which you submitted to Judge Tracy as part of the 
Administrative proceeding. Specifically, I refer to tae 
following matters: 

1) At the administrative proceeding Kanoff testified that 
the Commission never received an April, 197-1 trial oalance. 

I testified that I had submitted such a trial balance. 

Judge Tracy chose to believe i-Ir. Kanoff and not to beliove me. 

At the trial, however, Judge V/ard ordered you to search 
the files of the Commission for an April, 1971 trial balance. 

As a re 3 ult of this search you produced two copies of the' 

April, 1971 trial balances. The Commission attorneys told 
Judro V/urd that the se trial balances had been located in 


:r.o files of Ooorge V/. grandt, Jr., a former Commission 
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attorney. It appears fror. the testinony and evidence presented 
at the triai that I suonitted an April, 1971 trial balance 
sonatine in May, 1971, an April, 1971 stock record on May 
20, 1971 and that I also submitted a second copy of the 
April, 1971 trial balance on June 13, 1971. In the proceeding 
before Judge V/ard you withdrew the allégation that I never 
submitted an Aoril, 1971 trial balance follov:ing your pro¬ 
duc vion of this docunentary evidence. 

2) Àt the trial you also produced a deposit 3lip dated 
January 29, 1971 snowing a deposit of $10,000. At the ad¬ 
ministrative hearing Bruder testified that he did not recall 
receiving such a deposit slip. It is clear from the initial 
decision that Judge Tracy assuned that I had never given 

Mr. Bruder such'a deposit slip. The deposit slip in’• question 
•which was given by ne to Brader was not produced by the 
Comission at the administrative hearing. 

3) At the trial before Judge V/ard, Kanoff testified that 

I was not présent in his office on August.10, 1971 and that 
I v/as présent but not doing business on August 12, 1971. 

This testinony is contrary to his testinony at the administrative 
hearing. 

In vievx of these new developnents, I feel it is incumbrent 
upon you to i-nforn.both Judge Tracy and the Commission it3olf 
of the 3 o facts. I request that you write thon a letter 
cor.cerning these r.ev; developr enta and -that you send a copy 
of that letter to oither me or Kr. Taylor or both. Mr. 

Taylor, who representad me at the administrative hearing, 
did not reorcsont no in the court action and has no knowledge 
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of these faces. In addition, I hâve not as yet discussed 
this natter v:ith him. as I left for Europe shortly after the 
end of the trial. 

At thia tino I request that you discontinue the administrative 
proceeding voluntarily. I nake this request in light of 
these ne:-; deveiopnents and al30 in light of the fact that 
prior to the commencement of the administrative proceeding 
the Commission offered not to hold public hearings provided 
that I v/ould consent to a permanent injurtetion. After the 
notice of these hearings had been filed and served upon 
ne the Commission repeated this offer. I note that the 
Commission has now obtained the relief it originally 3ought, 
i.e., a permanent injunction. I intend to appeal the 
décision of the U.S. District Court, in that .natter, ' Under. 
the circiumstanc.es, I feel that àr. unreasonable burden has 
been placed upon ne to continue to défendant in tv/o seperate 
proceedings. 

If you décidé to continue v;ith the administrative pro¬ 
ceeding, ny intention i3 to uithdraw my request to withdraw 
my broker dealer registration. I hâve no présent intention 
of doing business as a broker-dealer. Howover, there is 
no purpose ir. my Iceeping a form 3DVf continuously on file 
with the Commission if you are going to refuse to act on it. 

Ir. addition, I request that you nake available to me 
a copy of a lotter delivered by hand ’oy Mr. 3ruder to me 
on .Tanuary IL, 1971. A reading of the administrative pro- 
ceodir.g trar.script rovcals that su ch a letter e.cists. 

Tlov/evor, I do ~.jz oolieve I 3 av; such a lsttor among the 
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letters y ou. shoved ne pur 3 .L 3 .nt to an order of Judye V/ard. 

I aus-une tl-.at order is still in effect. I need this letter 
in connection with a notion I intend to make before Jud~e 

’ • * O 

t ' w* ^ • 

* 

I an sending a copy of this letter to hr. Taylor in order 
to aient hin to these recent developnents. ' • 

Very truly yours, 

SAKU2L H. SL04N 


bert Taylor 
0 Broadway 
ilew York, II.Y. 
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UNITED STATES 


NY-E:JMS 


.J/ 


*f5îÏM H 


Securities and Exchange Commission 

REGIONAL OFFICE 
26 FEDERAL PLAZA 

New York, n.y. 10007 


December 3, 1973 


Mr. Samuel H. Sloan 

120 Liberty Street 

New York, New York 10006 

Dear Mr. Sloan: 

This will acknowledge receipt of your letteœ of November 26, 1973. 

We will respond point by point to the problems which you hâve 

me"tioned. 

It is not the intention of the Commission to deprive you of your 
means of making a living. Rather, the Commission has attempted 
to achieve adéquate protection for the investing public by obtain- 
ing compliance with the fédéral securities laws. The fact, as you 
admit, that you hâve never had permanent employment outside Oi the 
securities industries and do not possess the qualifications for any 
other type of work certainly does not justify any less stringent 
enforcement of the securities laws on our part. 

Please be advised that while your broker-dealer withdrawal will 
not become effective because of the enforcement proceedings presently 
pending, the Commission is in no way encouragir.g you to remain in 
or re-enter the securities business. Clearly, sincc Sloan & Co. s 
broker-dealer registration has been revoked, and you hâve been 
barred by an Initial Decision of an Administrative Law Judge, a 
voluntary broker-dealer withdrawal at this point is unacceptable 
and clearly represents an attempt to vitiate the integrity of 
Commission administrative proceedings. 

This office has made repeated unsuccessful attempts to examine 
your books and records. At the last inspection on August 16, 

1973, you insisted that the Commission staff leave your offices. 

At that time, since your books and records were neither currcnt 
nor accurate, you were advised to hâve the necessary documents 
availabié for inspection on the following morning. However, when 
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been "enjoying" yourself eve r „sinc e . Intact^ y ^P wishlng 

card from Switzerland stating j - _ n was the only con~ 

you the best of luck in everyrting you do. Sam «as the or.^y ^ 

tact this o£Wm had f ol ,““ n 5 t£eopted t o détermine the extent of 
the staff of the Commission has attempted canadien Javelln. 

injury resulting to the P^^^/^to produce any records . . 

yo^ere^neverthele s s * required to mainrain the sa.e under^he fédéral 

securities laws and to P^ufto reeuUtê based on yoS se^e of 
ïvSËZZæSÜ statute, g the invsting public «ould 
undoubtedly suffer. 

Contrary co your belief, «r. Selvers’ activités in the i™ es ^a- 

tion of' this ester are " eith « "thê in^ tïgîtion of matters ’ 
are généra lly assigned to co eaDacitv that Mr. Selvers, 

accompanied^^Mr^Kanôff^a^investigator^ visited your office on 

August 16, 1973. 

Although you claim to hâve the records that Mr Sf-s «eks.^you 
continue to refuse to produce the same. “ es i ed to 

that months hâve passed since 7°“ t ime of the August 

16 °examination^°thése C récord^‘were not’available, as required. nor 

hâve they since been produced. 

Moreover. you are mistaken 

Taylor's offer to Butait your,^assistancein storing these records, 
Mr. Taylor sought this office s s law . Kowever, the 

so that they could be Pteserved as^requir^d^y la«. depo£ 

Commission does not hâve th t-heir offices. In any event, 

for broker-dealers who haatily c ^ of submi tting those records 

Mr.’Taylor was advised of the neces ty 1973. an examina- 

soùght for examination. Furthermore on August lb «73 

sasrir, — in order 
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to arrange a meeting between you and the staff to discuss your 
books and records. Such a meeting, of course, never occurred. 

You are laboring under a misconception regarding possible crirainal 
proceedings based on contempt of the preliminary injunction entered 
against you on June 24, 1971. At no time has any member of the 
staff of the Commission threatened to commence criminal proceedings, 
if you do not consent to a permanent injunction. In fact, one 
action has nothing to do with the other. Moreover, the orily time 
that criminal prosecution was mentioned to you was in the context 
of apprising you of your constitutional rights on August 16, 1973. 
This was done to advise you that anything you said could be used 
against you, not only in pending civil and administrative actions, 
but in possible future criminal actions as well. 

Furthermore, Mr. Selvers properly refused your request that the 
Ccmmrssion stipulate not to bring crirainal proceedings in exchange 
£t the production of Sloan & Co.'s books and records, as Mr. 

S lvers lacked such authority. 


Your position regarding the maintenance of the firm's books and 

’-ds is noted. However, since you are required by law to main- 
t . current and àccurate books and records, the Commission does 
no lave the authority to absolve you of this duty. 

You cannot "justify from an économie point of view” the filing of 
the Farm X-17a-5 report. This, too, is required by law. This 

filing is significant in that it advises the Commission 
of your firm's financial condition and indicates any outstanding 
obligations the firm may hâve, not only to its customers but also 
to other broker-dealers. The necessity of such a filing, especially 
with respect to a firm in poor financial condition, should be 
obvious. Again, we are not in a position to relieve you of your 
statutory responsibility. 

The présent actions pending against the firm and you are not 
intended to prevent you from challenging the Commission's authority. 
Rather, they are a conséquence of your repated violations of the 
fédéral securities laws. The fédéral securities laws were enacted 
to insure adéquate protection to the investing public and to insure 
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4. 

the sound financial condition of ail broker-dealers. It is to 
thrs end that the Commission has commenced enforcement proceedings 
agamst Sloan & Co. and you, as its sole proprietor. 

With respect to the requests that you hâve directed to William 
D. Moran, Esq. Régional Administràtor, please be advised that 
what you seek has either already been denied by a decision of 
the Honorable Robert J. Ward, or is improper, or need not hâve 
been requested in the first instance. 

At thi f time, we wish to inform you that your books and records 
are still demanded for examination. If you hâve any questions 
regarding this matter, please feel free to contact Mr. Selvers 
at 212-264-1675. 


Very truly yours, 

WILLIAM D. MORAN 
Régional Administràtor 



Thomas R.^Beirne 
Chief Attorney, Br. #3 


cc : 

Hon. Robert J. Ward 
United States District Judge 
United States District Court 
Southern District of New York 
United States Court House 
Foley Square 

New York, New York 10007 
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— IN REPLYING PLPASF QUOTE 



UNITED STATES 

Securities and exchange Commission 

REGIONAL OFFICE 
26 FEDERAL PLAZA 

New York, N.Y. 10007 

offS E om«1e«oaw 

0FFIU Mar ch 15, 1974. 

MA R‘2? 1974 

Hon. George A. Fitzsimmons __ f 

Secretary 

Securities and Exchange Commission 
500 North Capitol Street 
Washington, D.C. 20549 

Re: In the Matter of Samuel H. Sloan & Co. 

Administrative Proceeding File Mo. 3-3580 


IN REPLYING PLEASE QUOTE 

NY-E:JMS ^ 
/ 


Dear Mr. Fitzsimmons: 


This is in response to Mr. Sloan's letter dated February 27, 1974 
of which this office received a carbon copy. For the reasor.s 
stated below, this office opposes Mr. Sloan's request that his 
letter be included in the official- record of the above-refergnced 
administrative procêeding. 

As is readily apparent from the enclosures to Mr. Sloan's letter, 
this office has continually responded in a detailed fashion to 
ail of Mr. Sloan's previous grievances. However, we will again 
briefly respond. 

From the very outset, it is obvious that Mr. Sloan labors under 
misconceptions regarding the facts and circumstances in this 
matter^. Mr. Sloan, on February 27, 1974 in his letter to the 
Secretary, indicated that Judge W ird denied his motion for dis- 
covery in an injunctive action brought by the'Commission and 
tried by the staff of this office. This much is true, but Sloan 
further contends that Judge Ward stated thac he should direct 
his inquiry regarding discovery to the Commission. This is not 
r^rrect. Judge Ward unequivocally refused Mr. Sloan's request 
f<-.r discovery. The Judge did indicate that if there were any 
it.rr.ooer conduct on the part of a Commission attorney in the 
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administrative proceeding 

- ins^ad S to U pursue P h e is e inquiry regarding discovery with the Commis- 
C sion> even after the Judge ruleo on the master. 


in a letter dated December3 

pliance with Judge^<ar s ecis ■ ° eek has e ither already been 

* J - t-i _5 ic -î mnvn DPT 


^ ^ Hon. £be« J. or is improper 

o' need Lt bave b..n r.,» sted ^the^s^inst-ce^. ^ , 

This response was based onJ | erievance, it is 

motion for discovery. If Mr. Sloan y g ln accord 

certainly not with the Comm-ssron s statt, «ni 
ance with the Court*s ruling. 


This office, during the course of the ^dunctive^ction, -mplied 
with each and every request and order f J d ission . s 

did the Judge indicate any ^'“^cSuins that the Commission, 

starf regarding the same.- Mr. Sloanccmpia ^ record as 

for example, did not produc. an AprU, 19 chac ^ £outld 

ordered by Judge 'dard. In ® . ’ April 1971 on the plaintiff s 

these and other documen s re -o d these documents into 

tabla in the courtroom and that he offered .nese 

évidence. Such was not the case. ^ 

The April, 1971 trial bal^Tce, supporting schedules^and^stocl^ j 

record were ^^"'^“.^n’atoission they were neither made 
34 to prove that by Sloan s caoital computation 

ti ly nor suffiçiently accura e^o ^ P 

ZÏo'Sfc wîthTuIkcient iSfo^tio.> fromwhich a 


Moreover, Mr. Sloan States ^ £ a , C [r th j 0 5 °^ L xny° n Again, Mr. floan 

deposition^Further,'*it sho°uïd be noted that Mr. Iny was not a 
Commission witness. 
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Sloan continuaily attempts to cloud the true issue involving a 
$10,000 deposit in the firm’s account. Mr. Sloan daims that 
the*$10,000 deposit would be signficant to his case. However, 
it should be noted that at no time has the deposit of these funds i 
ever been questioned. Rather, the issue has been the source^of 
these funds, and whether they should be included in the fini's 
capital. More particularly, it is interesting to note that on^ 
three different occasions Sloan oféred swom testimony as to the 
source of these funds. Each time he contradicted his previous 
testimony; first, Sloan claimed the funds came from his mother, 
next Sloan claimed that the funds came from his business, and 
finally, when the Commission was able to independently verify 
the source and confront Sloan with this information, Sloan aa- 
mitted that these funds had in fact, corne fron an individual by 
the name of Joseph Iny. Clearly, the actual deposit is totallÿ 
irrelevant and the Commission should not be misled by such a 
specious argument. 

Moreover, Mr. Sloan charges that an attempt was made to "hide 

evidence of the existence" of a meeting on July 28, 1971 at 

which time it was agreed that Mr; Sloan would qè allowed to 

make liquidâting transactions but assume no new business. . Again, 

Mr. Sloan is incorrect, for at the administrative proceeding, 

the Division', on its direct case, introduced evidence to. 

establish that such a meeting did in fact exist. The Commission, 

at the trial of the injunctive action, again offered to stipulate 

to the facts surrounding this meeting. A reading of the records 

in these matters will indicate that Sloan’s claim is preposterous. 

*■ 

Further, Mr. Sloan objects to the Commission’s "tactic" of pro- ^ 
ceeding both administrative ly and civilly. Clearly, the Commission s 
action was proper within tue purview of the securities acts. .-iOE- 
over, Mr. Sloan’s claim that the Commission delayed the court 
action is patently false. Each and every delay both in uhe 
administrative, as well as civil realm, occurred as a resuit of 
the defense’s inability or ur.willingness to go forward. 

While Sloan requests that his letter be included as part of the 
record, he neglects to volunteer a number of relevant ma'_i_ers. 

It should be noted that the Commission proved and Judge Ward 
incorporatad in his findings of fact in issuing a permanent 
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iniunetion, additional books and records and net capital viola¬ 
tions vhich occurred in 1973. As a resuit, it should be évident 
that Sloan's violations extended from his initial filmg until 
the date lie vas compelled to ceas.e doing business in 1973. 

Mr. Sloan's wild accusations regarding Commission investigators, 
attorneys and assistant régional administrators, need not.be ^ 
dic-nified by a detailed response. Members of. the Commission s 
staff hâve at ail times conducted themselves xn a proper and 
ethical manner, in accordance with the Code of Professional 
Responsibility. 

In requesting that the Commission discontinue the administrative 
proceeding against him, Mr. Sloan conveniently overlooks the 
fact that the overwhelming majority of the evidence agam him ^ 
remains uncontroverted and therefore admitted. Moreover, oan s 
plea that the Commission discontinue the civil action after a 
hearing on the merits resulted in the issuance of.the juJgment 
for permanent injunction, is unsupported by anything more than 
•disappointment in the resuit reached by the Court. 

The Division strenuously objects to the inclusion of Sloan's 
letter in the record as, in large part, the statements contained 
therein are neither accurate nor relevant. 

Very truly yours, 

WILLIAM D. MORAN 

Régional Administrator 


Hon. Ralph Tracy Chie 

Administrative Law Judge 
- Securities and Exchange Commission 
llth & L Streets, N.W. 

Washington, D.C. 20005 

Samuel H. Sloan 
120 Liberty Street 
New York, New York 


Thomas R. Beirne 
Chief Attorney, Br. ir3 
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Samuel H* Sloan 
120 Liberty St. 

New York, N.Y. 10006 

April 7, 1974 


Hon. George A. Pitzsimmons 
Secretary 

Securitiea and Exchange Commission 
500 North Capitol St. 

Washington, D.C. 20549 

Re: In the Matter of 

Samuel H. Sloan & Co. 

A dministrative proceedlng File #3-3680 

Dear Mr. Pitzsimmons: 

This is in response to a letter of the Commission 
signed by Thomas R. Beirne dated March 15# 1974 which 
letter was mailed in reply to my letter dated February 
27, 1974. In m 7 lutter I chose ta deal in summary rorm 
with varlous grievances I hâve with the Commission. 

The reason I hâve done so ia that with a few exceptions 
each and every point I hâve made can be documented by material 
already before the U.S. District Court for the Southern 
District of New York or in the handa of the Commission. 

I do not deaire to submit the mass of paper necessary to 
orove my various allégations but if necessary I will do so. 

I notethat the letter of March 15, 1974 coutains a reply 
to only a small portions of the daims I hâve made. In 
the words of Mr. Beirne, the remainder of my daims need 
not be dignified by a detailed response. This ia typical 
of the attitude of the legal staff of the Commission. When 
faced with a question to which they hâve no good answer they 
merelv ~ 4 -art making vague référenças to the dignity «and 
intecv y of the Commission. I sulmit that my clakas with 
regard to improprieties on the part of the Commission»s legal 
staff are sufficiently detailed to require a response. 

Everything I hâve said ia supported by the record before the 
Ü.S. District Court. My daims with respect to George 
Brandt are in large part supported by a mémorandum of law 
submitted by the Commission on June 18, 1971 and by. 
transorlpt of the record at the trial. My claim with res P®°J 
to Mr. Rashes is substantiated by the administrative proceeuing 
transcrîpt presently before the Commission. My daims with 
respect to Mr. Beirne are demonstrated by the record before 
the Court and by the correspondance inaluded in my 
of February 27, 1974- As to Mr. Selvers, Mr. Kanoff himself 
teetified with regard to the bulk of the daims I hâve made 
concerning him. With regard to Mr. Nortman I refer to the 
mémorandum of law dated June 18, 1971, the trancript of the 
hearing of June 23, 1971, and to Mr. :Nortman»s 
at the trial before Judge Ward. I also nota that M-. Norjnan 
has still failed to account for the $20 which I gave him. 
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With regard to the reply by the legal staff of the 
Commiseiondated March 15, 1974 I «®uld like to point out 
that this letter is nothing more then an bL 

further obscure the questions at issue. The Commission haa 
always maintained that it has no obligation tovolunteer 
aur' xculpatory material. In the instant case it vas neces- 
sarv for me to obtain a court order so that I could see 
certain matériels which I had sought diügently. W&®? J£® 
material vas produced the Commission 

two allégations regarding the April, 1971 * 

As I hâve previously noted, the Commission still has not 
withdrawn these identical allégations vith respect to the 
administrative proceeding. 

With regard to the April, 1971 trial balance the 
record at the Court established that I had given the Com¬ 
mission the April, 1971 trial balance ontwoseparate 
occasions. The first appears to hâve been on May 20, 1971 

and the second vas on June 18, 1971. The ^ c ? r 
regard to the first date lies in the fact that the réception 
room at the Commission failed to date stamp tbe Apr^l, 1971 
trial balance when it was first submitted. dowever, it 
tappears that this trial balance must hâve 
in the same bundle of documents as the stock record vùiich 
IL date^îaSSd May 20, 1971. What MJ. Bjirne is referring 
to in paragraph 3-©f page 2 of 1his :letter isthe f aotth 
the trial balance which was submitted on June 18, 1971 vas 
incomplète in that it lacked the carry forward f gures ^ 
from the previous month. These eariy forward figu*®» "®™ 
included in the March, 1971 trial balance whichI had previously 
submitted. Also the stook record only showed the tr ading 
positions long and short. However, tae tria b^anoe S* 
stock record submitted on May 20* 1971 vas c ?“Pl®,V, Tt 
is specifically these documents'which were withheld in 
défiance of the ordtr of Judge Ward. Later, after I foun 
them sitting on the plaintiff's table, these documents were 
introduced as défendant*s R. l n ar^ eve , 

Anril trial balance was produced by the Commission arter 
Kanoff had completed his testimony ln 

that the Commission had never received the S^r/teatified 
trial balance. As I hâve previously noted, Kanofr. testiriea 
the same wav at the Administrative hearing and the Commission 
had made the false représentation that it never 
April, 1971 trial balance in numerous papers it has riled. 
tÏ shéuld also be notad that while the complaint for injunctive 
ïîuïFÎiMïed on ’Sn. 17. 1971. it wa, not ..rved upon 
the défendant until June 18, 1971» 

With regard to the déposition of Joseph Iny it 
should be stated for the sake of olarity that there is mo 
than one déposition in question. Mr. Selvers did turn over 
a déposition dat.d Jun. 23, 1971. How.v.r, oth.r d.po.itlon 
dépositions given by Joe Iny which were taken in the 
confidentiality of the offices of the Commission k a J® n ?JJ®£ 
been provided to me. Judge Ward denied my request for them 
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and. I intend to take up that raatter on appoal from the decision 
of the U.S. District Court. 

With regard to the déposition dated June 23» 1971 
it is true that ît vas given tç> me on the third day of trial 
pursuant to an order by Judge Ward. However, the reason 
it was necessary for me to obtain such an order was that 
Mr . Selvers refused to provide it to me voluntarily or to file 
it with the Court.' The rules of the ü.S.District Court for 
the Southern District of New York require that ail dépositions 
be filed on a timely basis. The conduct of the Commission 
was in utter disregard of the rules of the Court. The 
Commission did not make Iny its witness at the trial after 
it became clear that if it were to do so the Court would 
require that ail prior dépositions of Mr. Iny be given to 
me. However, Iny was a witness for the Commission at the 
administrative hearing. 

With respect to the $10,000 I submit that it is 
for Judge Tracy to décidé the significance of this sum 
of money since he has ail the facta before him.. Contrary 
to the représentation contained in Mr. Beirne s letter, 
the Initial Decision of Judge Tracy seems to question the 
fact of the deposit of these funds. 

' e 

With regard to the meeting of July 28, 1971 the 
matter in controversy is not that the meeting occurred 
but what was agreed to at that meeting. Significantly, , 

the Commission appears to hâve lost or destroyed ita own 
mémorandum of that meeting. In the era of natergate, I 
submit £hat the credibility of such a state of affairs 
deserves to be questioned. 

I would also like to state that I was not compelled 
to cease doing business in 1973. I did, however, voluntarily 
stop doing business in August of 1973 even though no ad¬ 
ministrative body compelled me to stop doing business or 
requested that T-tLo so, 

My last point is with regard to the accuracy and 
relevancy of the statements in my letter of February 27, 

1974. r note that the bulk of the letter remains unanswered. 
My contention is that I can démonstrate the accuracy of ail 
of my statements through any forum made available to me. 

With regard to the members of the Commission* legal staff 
I ask that a procedure be made available to me similar to 
the grievance committee of the Bar Association. With regara 
to the question or relevancy I submit that it is a well 
established principle of law that he who seeks equity must 
do equity. If I can show fraud and misconduct on the part 
of the Commission^ legal staff, and I feel I e ® 11 » ^hen 
both proceedings against me should be terminated. ir I 
can do so it will, of course, reflect unfavorably upon the 
Commission. I am trying to give the Commission a grâcefui 
way to bow out of this situation in order to avoid a con- 
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frontation which now appears inévitable. 

It appears to me -that during the past six y®**®* 

appeal^he decision of Judge Ward on the ground» of the 
ÏÏSÏStutionality of the statuts. It is my belief that 

exista. 


Very truly youra, r 


Je 

C 




Samuel H. Sloan 


cc: 



Jerome Selvers . „. _ 

Securities and Exchange Commission 

26 Fédéral Plaza 
New York, N. Y. 


( 









, Securities and exchange Commission 

WASHINGTON. D.C. 20549 

OFFICE OF THE 
General Counsel 

April 26, 1976 



A. Daniel Fusaro, Esquire 
Clerk, United States Court of Appeals 
for the Second Circuit 
United States Courthouse, Foley Square 

New York, New York 10007 * 

Re: Samuel H. Sloan, d/b/a Samuel H. Sloan 6. Company v. 

Securities and Exchange Commissi o n, et al ., (C.A. 2) 

No. 75-Aûé7 

Dear Mr. Fusern: 

Enclosed for filing in the captioned action are ten copies of a 
Supplémentai Appendix. 

1 hereby certify that I hâve today caused a true copy of the 
Supplémentai Appendix to be served upcn the petitioner, by United States 
mail, first class pistage prepaid, at the following address: 

Mr. Samuel H. Sloan 
1761 Eastburn Avenue 
Apt. 5 

Bronx, New York 10457 


Very truly yours, 

^Q . / \^/ 

Frederick B. Wade 
Attorney 

Securities and Exchange Commission 
500 North Capitol Street 
Washington, D.C. 20549 
Téléphoné: (202) 755-1286 


Enclosure 

ce: Mr. Samuel H. Sloan 








